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CHAPTER I. 
NATURE OF THE ACCOUNT. 


1. The word “ account,” used in its broadest and loosest sense, 
means not merely a narration, or a statement of facts, but some- 
thing systematic or orderly. A rambling tale narrated by a gossip 
would not be an account because it is not systematic. An account 
must be a systematic statement of facts ; but this is not all, it must 
tend or point to some conclusion. An account, as distinguisht 
from a mere narration, is intended to establish some conclusion, 
to prove or disprove some proposition, and its parts, the facts of 
which it is composed, must bear upon this conclusion and must 
either favor or oppose it. Hence these facts or elements of the 
account may either be all of one tendency or some of them may be 
of an opposit tendency to the others. 

2. But the accounts of which we are trying to discover the 
philosophy are of one class; the original class which gave the 
name to all the others, namely, accounts of value or financial ac- 
counts and for these we may, summing up the foregoing require- 
ments, adopt as our definition: 

An account is a systematic statement of financial facts of the 
same or opposit tendency leading to a conclusion. 


*Copyright, 1907, by Charles E. Sprague. 
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3. As increase and decrease are the two opposing tendencies 
in financial facts, an account must in its form provide for dis- 
criminating between these tendencies, distinguishing increase 
from decrease, positivs from negativs, + from —. 

4. A very primitiv, yet logical and effectiv, form for an account 
might be one in which space was reserved for only one column of 
figures and where a conclusion was reacht after every entry, the 
distinction between increase and decrease being exprest in the 
text alongside. 

Thus let it be supposed that I require to keep an account of 
my deposits with a certain bank. The conclusion sought for is, 
how much have I in the bank? The positiv, or plus, or additiv 
or increase elements of the account are the moneys which I de- 
posit; the negativ, or minus, or subtractiv, or decrease elements 
are the sums which I draw out. If then the facts were that I de- 
posited $2,000 and also $500 and that I drew $300 and $600 suc- 
cessivly and again deposited $1,000, an account might be con- 
structed as follows: 


Ficure I 
$2,000 
500 
$2,500 
300 
$2,200 
600 
$1,600 
1,000 
$2,600 


5. This is certainly an account, and it accounts for the con- 
clusion, which is that the amount now in bank is $2,600. It is 
not in the ordinary form of an account, it is not in the most 
effectiv form for many purposes, and it is lacking in details which 
give incidental information; yet it conforms to the essentials of 
an account and not only leads to a conclusion but expresses it. 

6. Elaborated into an account giving greater information, yet 
retaining its simple form, this might read: , 
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Ficure 2. 
MY ACCOUNT WITH THE FIRST NATIONAL BANK. 


Opened my account by depositing check 
of Wm. Jones for $2,000 
Deposited currency received from sale of 
cattle 500 


$2,500 


Drew by check No. 1 to the order of John 
Smith for 6 months interest at 6% 
on mortgage of $10,000 


Drew by check No 2 to the order of Peter 
Menken for a loan to him 600 


Balance in bank $1,600 


Deposited checks of Wm. Jones 1,000 
Balance in bank $2,600 


7. Here we have given many details of the transactions which 
will serve to identify them and enable us to prove them if neces- 
sary, thus furnishing information and protection. As every 
transaction has a date and an amount, we have ruled vertical lines 
to contain those particulars. This is on the principle of tabulation, 
that is, of allotting a separate column to. any series of related 
facts which occur with regularity. 

8. Simple and unconventional as this method is, it is used in 
substance by many good bookkeepers on the back of the check- 
stubs where they keep account of the bank balance by alternate 
additions and subtractions. Strange to say, these bookkeepers 
and some excellent accountants would be horrified to see a ledger 
account which was not adorned with a “ Dr.” and “ Cr.” over the 
top and with repetitions of the prepositions “ To” and “ By” on 
every line, thus doubly emphasizing the fact that the left hand 
side is the left hand side. They would defend the simplicity of the 
stub-account by saying that it was not an account, which is a 
very easy, but not very satisfying way of disposing of the 
difficulty. 
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We must insist, however, that the statement given above is in 
essence an account. 

9. The principle of tabulation, or columnizing, may be applied 
to this account by providing two money-columns instead of one, 
and in the additional column placing the subtractiv entries. 


Ficure 3. 


FIRST NATIONAL BANK. 
In account with [Me] 


Date Deposits Checks 
1906 
Jan. 2 $2,000 
7 500 
Feb. “I $300 
“ 4 600 
21 1,000 


We do not need to label the several entries as “ Deposit ” and 
“ Check ” ; by allocating each to its proper column we indicate this 
more clearly, and we have the further advantage of readily ascer- 
taining even in a much more extensiv example, the answers to 
these questions: . 

How much are the Total Deposits? 

How much is the Total Drawn? 
These are very valuable pieces of information, next in importance 
to the prime conclusion, 

What is the Balance? 

10, It is therefore the custom, and wisely so, to separate the 
positiv and the negativ elements and to sum each by itself. There 
are occasional exceptions to this and rightly so if anything is to be 
gained thereby. 

With this understanding, then, that the two tendencies are to 
be treated apart we will next consider the form of the account. 
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CHAPTER II. 
ForM OF THE ACCOUNT. 


11. We will now consider what arrangement of space is best 
suited to the purposes of the account, the positiv and the negativ 
elements to be kept separate so that each may be totaled when 
desired. 

12. The information which is required is the following: How 
Much Value? How? When? Why? and With Whom? as to 
each transaction. Supposing we are at present providing for one 
kind or tendency only, it is evident that the figures representing 
the amounts involved, should be free and clear of the context 
which explains them and that there is no better method of exhibit- 
ing these figures than to place them in a vertical column. As 
they are frequently the result of a calculation embodied in the 
context, it is appropriate that they should follow the context and 
this brings the money-column to the right of the text. 

13. As the date when the transaction took place is the identify- 
ing clew which we use in looking for information, it should also 
have a free and clear space, allowing the eye to pass rapidly from 


one date to another, and this space should not interfere or be con- 
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fused with the other explanatory matter; hence it will be advan- 
tageous to place the date-column on the left. 

The remaining explanatory text will occupy the central space 
and will seldom need subdivision. Its various details, With 
Whom, Why and How, should, however, follow a uniform and 
unvarying order of sequence to facilitate reference. (Figure 4.) 

14. This is a frame into which may be fitted all items of the 
same kind or tendency ; we have next to provide for those of the 
opposit tendency. The most obvious way of doing this is by re- 
peating or duplicating the whole of the above scheme. This was 
anciently done on two pages but it is now customary, and gen- 
erally more convenient, to use but one. 


Ficure 5. 
THE STANDARD FORM OF ACCOUNT. 


Date Date $ 


The narrow columns at the left of the money-columns markt a 
are for the purpose of indicating in some brief way the exact 
source of, or authority for, the entries. 

15. This standard, or traditional form of the account is used 
in almost every set of books. There is no law, however, requiring 
it to be used and there is no harm in deviating from it when any- 
thing is to be gained thereby. 
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ACCOUNT IN JOURNAL FORM. 


[Dates in order of time.] 


16. There is one feature in the standard form which should 
be noticed. There being separate date columns on the two sides, 
it does not present a chronological view of all the transactions. 


If this is desirable, it can be attained by adding merely another 
money column to the form in Figure 4, interweaving the dates 
and specifications of both columns and separating the amounts 
only. This is often called the Journal Form, from the book of that 
name. (Figure 6.) 


Ficure 7. 
THREE COLUMN BALANCE FORM. 
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17. A variation of this form provides a third column in which 
may be entered the balance, or resultant of the two other columns; 
as atc. (Figure 7.) 


18. These are the principal variants, but minor variations 
occur from the exigencies of certain businesses. For example, if 
it is very desirable to compare the corresponding amounts on the 
two sides the standard form may be changed so as to bring the 
two money columns together. (Figure 8.) 


Ficure 8. 


MONEY COLUMNS BETWEEN. 


In this example the money columns are not exactly in the 
centre, on the supposition that the right-hand entries require 
briefer specification than those on the left hand. 


19. The form of the account is a matter of convenience, rather 
than of prescription. While custom should not be deviated from 
without cause, it has no claim superior to utility. 


(To be continued.) 
188 


What Shall be Done to Put Education for Account- 
ancy on a Professional Basis >—A Symposium.* 


Accountancy Education Should be held to a Uniform Standard. 


By E. W. Se ts, C. P. A., 


President of the American Association of Public Accountants. 

The New York University School of Commerce, Accounts, 
and Finance has made marked strides in the interest of education 
for public accountancy. This school was organized in the fall 
of 1900 by my late friend and partner, Mr. Haskins, who served 
as the Dean from the date of organization until the time of his 
death three years ago. I believe the school opened with about 
40 students. There are to-day over 500, the number having 
increased gradually from year to year. Dean Johnson and the 
members of the faculty of the New York University School of 
Commerce, Accounts, and Finance are to be congratulated upon 
what they have accomplished. 

The American Association of Public Accountants is also to be 
commended for the active steps taken at their last annual meeting, 
in Columbus, for furthering professional education by authorizing 
the appointment of a committee on education. 

I do not know of any statistics compiled to show the amount of 
public accountancy work performed as compared with the amount 
of work that is to be done in the unoccupied field. It is well 
known that only a small per cent. of the railroad corporations in 
this country avail themselves of the services of public accountants 
in making independent audits. This is apparent from the pub- 
lished annual reports made by the railroads. It is assumed that 
the companies using public accountants to make independent 
audits append their certificates to the statements of accounts pub- 
lished. There is a growing tendency on the part of railroads to 
utilize the services of public accountants, but there is still a very 
large field in this direction unoccupied. I am informed that a 


*An editorial summary and discussion of the various contributions will 
be found on page 233. 
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year or so ago an inquiry was made of national banks in regard 
to the employment of public accountants, and the result of that 
inquiry indicated that even a smaller percentage of national banks 
availed themselves of the services of public accountants than in 
the case of railroads. There seems little reason for doubt that a 
very small percentage of manufactories, industrials, municipali- 
ties, and, indeed, all other classes of businesses and institutions, 
employ public accountants. Practically all of these concerns will, 
I believe, ultimately (either of their own motion, or in response 
to demands of the public, or by legislative enactment) require 
the services of public accountants. 

We would all like to see the profession of Public Accountancy 
recognized in this country as it is in Great Britain and as are the 
older professions—the Law, Theology, and Medicine. There is a 
growing demand for the services of the professional accountant, as 
a means of responding to which the ranks of the profession must 
be filled with efficient members. There can be no doubt that the 
establishment of schools with high standards for preliminary 
training is the best means of accomplishing this end. 

A profession is a calling or vocation based on a knowledge of 
a science that can be utilized and which qualifies one to serve in 
an advisory capacity in the conduct of affairs, public or private, 
the lines of which should be clearly defined. It is distinguished 
from mere skill. To attain a proficiency, and gain the confidence 
essential to professional employment, it must have back of it a 
distinct special training—one which will make available to the 
practitioner the experience and thought of those who have spent 
much time in the profession. The accumulated experience and 
thought which lie back of specialized instruction of this kind 
must take one of two forms—either it must be found in the prac- 
titioner himself, or it must be found in a professional literature. 
One or the other or both must be availed of by those best qualified 
to teach and systematically impart the science or knowledge to 
another desiring to qualify in a profession. 

Skill is only incidental if not altogether apart from the educa- 
tional requirements of a profession. One might be learned in his 
profession and not skilled in the practice. One might be a skillful 
instructor and not a skillful practitioner. A genius might acquire 
all of the educational knowledge required in a profession with 
much less application than another less gifted, but at the end of 
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an educational period they would both have the same professional 
standing. 

Let us not confuse the duties of the student of a profession 
and the educator with the practice of the profession, but let us see 
to it that the educational provision is made the highest that it can 
be, and, as far as possible, uniform throughout the country, leav- 
ing the quality of the practitioner for the public to judge after 
he has embarked on his practice. 

Every student should be afforded an opportunity to acquire this 
elementary or preliminary training and to obtain a contact with 
actual practice after he has completed his educational course 
before he is permitted to hold himself out as competent to enter 
upon his professional career independently. 

I would like to see a definite outline of study for the student 
of professional accountancy—one that can be made generally 
uniform throughout the country, in some such way as are the 
educational requirements of the other professions. 


Teach English, Economics, History and Law. 


By Harvey S. CHASE, 


Of the Incorporated Public Accountants of Massachusetts. 


I would gladly reply fully to THe JourNAL’s request for con- 
tributions to the proposed symposium upon what we may call 
“education for careers in finance, accountancy, or commerce,” if 
I had the ability and leisure. Having but little of either, I must 
compress into short space whatever ideas come before me. Theo- 
retically finance is a fine art and requires a poetic imagination! 
This is truer of the practice also than would appear at first blush. 
It is certainly true of the teaching of the art. The successful 
instructor must have imagination and experience in at least equal 
proportions in order to thoroughly arouse his pupil. 

The practising public accountant will emphasize the necessity 
for breadth of view, openness of mind, insistent curiosity as to 
premises and persistent initiative as to applications in the gradu- 
ate of such an educational institution, if the latter proposes to 
join forces with him in the struggle for a modest fortune and a 
minor fame. 

What things, then, would the practising accountant insist upon 
in such an education? Taking for granted a mastery of book- 
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keeping principles as universally demanded, the next point would 
be—what? Law? History? Economics? Civil Government? 
Use of English? Mathematics? Personal address? Tact? In- 
sight? Perseverance? Integrity? Which must we choose as of 
fundamental importance? 

Integrity, surely, but this we should take for granted also— 
it must be presupposed. Perseverance likewise, or nothing could 
be accomplished. What next? Ability to use the English lan- 
guage forcibly and correctly cannot be too highly emphasized. 
All public accountants of whatever degree find themselves more 
or less hampered by insufficient training in concise expression of 
their ideas. Let us then put the first insistence here. 

Second point. Mathematics? No, I think not. The higher 
mathematics are good, but not fundamental. Law? Yes. So far 
as a clear understanding of both “ Law” and the mechanics of 
its origination and enforcement in our civilization are concerned. 
Therefore economics, history and civil government are drawn in 
and made essential. Tact, insight, ability to make a good appear- 
ance and impress one’s fellows favorably, to talk only when neces- 
sary and to keep silent when advisable, are matters of personality 
rather than of training, and yet these things are essential and 
must be developed by some educational process either in or out of 
school. 

Ambition without bumptiousness, confidence without conceit, 
are delightful but difficult traits. The world sees to these, per- 
haps, better than the school can do. 

To sum up, then, the practising public accountant feels the 
need of associates and assistants who have good judgment of men 
as well as of methods, who can write reports effectively, who are 
well grounded in the fundamental principles of the economic life 
going on around them, and who have ingrained honesty of pur- 
pose and unfailing perseverance for the overcoming of obstacles. 
For all successful business careers, while they may differ as the 
poles in other matters, are alike in this, that their mode of prog- 
ress is a continual turning of defeats into successes. All men 
meet defeats, difficulties, hindrances, and the power in reserve 
which contrives to overcome these obstacles, to climb over or 
under or around them, is the element which characterizes the suc- 
cessful man everywhere. This fact and its accompanying lessons 
should be well taught in the schools. 
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Establish Preliminary Examinations in Law and Economics 
By Epwarp SHERWoop Meape, Pu. D., 


Director, Evening School of Accounts and Finance, University of 
Pennsylvania. 


The present situation is far from satisfactory. There is little 
uniformity in the requirements of the various boards; and in no 
way, so far as my observation has gone, do the C. P. A. examina- 
tions, either in extent or in method, deserve to take rank along 
with examinations in law or medicine. As a matter of fact, with 
no exception, so far as I know, the examination for Certified 
Public Accountant in every State in the United States can be 
passed by a young man who has a fair knowledge of bookkeeping, 
supplemented with an experience in an accountant’s office and 
who has the persistence to cram on certain text-books on the 
subject of accountancy. 

The following extract from an editorial in the July number 
of THE JouRNAL or AccouNnTANCY fully represents my present 
attitude: 


It has long been a reproach to the accountancy profession in the United 
States that the examinations proposed for admission into the profession 
are exceedingly elementary and in no way comparable with the examina- 
tions for admission into the other learned professions. The examinations 
everywhere consist of questions in four subjects: theory of accounts, 
practical accounting, auditing and commercial law. The questions in com- 
mercial law can readily be answered after a few days “cramming” from 
some elementary text-books, such as White or Gano. The auditing ques- 
tions require a mastery of Dicksee’s Auditing and little more. The theory 
of accounts examination usually asks of the candidate a number of 
elementary definitions, such for example, “ What is a consignment ac- 
count?” “Define and differentiate real and nominal accounts or con- 
trolling and specific accounts;” or such a question as this is asked:— 
“State briefly the proper manner of conducting the following kinds of 
accounts: Bills Receivable, Bills Payable, Shipment Account.” 

These are questions in bookkeeping and their answer demands 
no very high order of intellectual attainment. The questions in practical 
accounting are of a different nature. These are almost without exception 
problems of simple arithmetic which the student is required to express in 
“technical form.” The problems themselves ordinarily present not the 
slightest difficulty, provided the meaning of the examiners can be clearly 
determined. Their expression is generally a matter of taste. A variety 
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of methods are available of which the examinee selects one which may or 
may not suit the examiner. 

As a result of this condition, a singular situation is presented. With 
few exceptions, candidates for the C. P. A. degree pass the examinations 
in commercial law, auditing and theory of accounts generaliy with high 
marks. Very few, however, pass the examination in practical accounting. 
The reason for this condition is not far to seek. It is because the first 
three subjects are generally too elementary to be set as a condition of 
examination into a profession, and because the examination in practical 
accounting demands of the candidate the working out of puzzles rather 
than the solution of problems. Even interpreted in the most kindly 
spirit the practical accounting examination is an examination for account- 
ants assistants and not for accountants. We do not wish to be misunder- 
stood as universally condemning all the examination questions set by the 
state boards of accounting examiners. As a general proposition, however, 
we believe that our characterization is correct. 

This situation should be speedily remedied if accountancy 
is to be recognized as a learned profession. It certainly does not 
deserve or receive such recognition at the present time in this 
country ; not because there are not many accountants who, by their 
intellectual attainments and the character of work they do, are 
not entitled to be called professional men, but because of the in- 
different equipment of the rank and file of the profession, most 
of whom have entered it under the waiver clause and because the 
examinations for admission into the profession are not of a 
character to make sure that none but high class men can enter. 


By way of practical suggestions it would seem to me wise to 
separate the examination in accounting into a preliminary and a 
final examination, the preliminary examination to consist of an 
examination in law and the various branches of economics which 
are closely allied to accounting, and the final examination—to be 
taken after the applicant has qualified for the preliminary one— 
to cover constructive and analytical accounting, or, in other words, 
practical accounting and auditing. A knowledge of these subjects 
cannot, it is true, be supplied in class-room work, but practical ex- 
perience in an accountant’s office should be a prerequisite to the 
granting of a certificate ; and it would be well in my judgment if 
the examination in accounting proper should follow this practical 
experience. I would further suggest that the examination in Com- 
mercial Law be made more complete and definite. I would 
suggest that the candidate be examined in the following subjects : 
contracts, evidence, real property, corporations and partnerships, 
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sales, suretyships and guarantees, decedents estates and insurance. 
These subjects are usually required by State bar examiners and 
a knowledge of them is both useful to an accountant in his prac- 
tice and valuable because it indicates a high order of mental 
attainment. 

The second division of the preliminary examination, I would 
suggest, should include courses in political economy, money and 
banking, credit, economic geography, industrial processes and 
combinations, insurance, railway transportation, commerce, invest- 
ments and corporation finance. If the accountant is to be a 
business adviser, he should certainly be trained in these subjects, 
all of which are now taught at some of the leading institutions, 
and which will eventually be taught in every first class institution 
of learning. 


An examination, such as I propose, would make sure that none 
but college graduates, or young men of extraordinary persistence 
and unusual intellectual powers, who would pursue these subjects 
independently, would qualify for the position of public accountant. 
The profession has at present sufficient rewards for these young 
men to enter it. Especially if the college man realizes that there 
is a place waiting for him and that the accountants wish to re- 
cruit their ranks from men of the same standard as those who 
are being turned out by our schools of law, medicine and en- 
gineering, will he turn his attention to accountancy as his life 
work, 


Accountancy Education in Pennsylvania. 
By Joun C. Cartson, 
Of the Pennsylvania Society of Certified Public Accountants. 


The Evening School of Accounts and Finance of the Uni- 
versity of Pennsylvania must not be considered as affording 
merely a training school for Certified Public Accountants; in 
fact, it appears from actual observation that the C. P. A. assist- 
ants are in the minority. The school is rather an institution 
where advanced instruction in financial and commercial subjects 
can be obtained by men, who, having been compelled to go to 
work at an early age, were deprived of the privilege of an ad- 
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vanced education at the commencement of their careers. Realiz- 
ing their handicap they are sufficiently in earnest to give up all 
their leisure time to study. 

There are quite a number of men in the different accounting 
classes, however, who look forward to passing the State Board 
Examination for Certified Public Accountants, and for these, the 
school is doing considerable good. The school furnishes experi- 
enced men as teachers, supplemented by lectures given by spe- 
cialists engaged in various kinds of work. The students in the 
advanced classes are given work of a higher order, and the theory 
of accounting principles is thoroughly taught. After having 
finished this course the students who successfully pass the school 
examinations, are pretty well posted, and should readily qualify 
as assistants in the offices of Certified Public Accountants. After 
say two years actual practice these men will successfully pass 
the State Board Examinations, and unless they can secure a 
suficiently high salary as assistants will probably engage in the 
Accountancy profession for themselves. 

If then the accountancy education of the student class of 
business men is being well provided by the Evening School, it 
remains for the different state boards to zealously guard the por- 
tals of admission, so that only men of integrity, whose abilities 
are of the highest order, may be admitted to the ranks of the 
profession. The examinations should be of such high standard, 
as would make it impossible for a man, who is not thoroughly 
taught and well trained, to pass them, and at the same time 
examination questions should be so worded that they will permit 
of a ready understanding of what is required. The time allotted 
for answering the questions, should be sufficient to allow a proper 
detailed handling of the problems put forth. 

A term of experience in a Certified Public Accountant’s office 
should be a requisite, as a man who would then become a Certi- 
fied Public Accountant, would be in a position to handle the ac- 
counting problems of his principal’s clients with credit to his 
principal and himself, and the accounting profession at large. 

In the accounting classes especially, great stress is laid on 
the future of the accounting profession, the advantages over other 
professions in the continued growth of the demand for account- 
ants in all lines of business, the increasing appreciation of the 
great value of an accountant’s services in the financial and com- 
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mercial community. The high remuneration said to be paid nowa- 
days for the services of the more competent members of the pro- 
fession and the fact that a young man can begin at once to earn 
a livelihood are dwelt on to a great extent, while on the other 
hand are taught the grave responsibilities which an accountant 
must bear, and the necessity of his being a man whose reputation 
for integrity is unquestionable. 

A majority of the men in the accounting classes are doubtless 
enrolled more for the purpose of acquiring an advanced knowl-. 
edge of accounting, in order to fill higher and more responsible 
positions, either with their present connection or with possible 
future employers, where their well developed abilities along these 
lines will earn them higher incomes. 

Doubtless if more of the leading members of the accountancy 
profession were to evince a greater interest in the evening classes, 
by delivering well considered lectures to the students, the pro- 
fession would reap a larger share of the fruit of all this labor. 


Make a Legal Gradation of Accountants. 
By Davin KIn-ey, Pu. D., 
Dean of the Graduate School of the University of Illinois. 

The first thing necessary to put education for accountancy on 
a professional basis is to get into the minds of professional ac- 
countants, first, a clear, definite idea as to the scope and nature of 
accountancy; and second, a proper sense of the educational 
dignity of their calling. 

Any accountant will tell us that accountancy is “ more than 
bookkeeping,” and of course this is true. Yet every bookkeeper 
thinks he is an accountant; and many accountants know little 
beyond their bookkeeping. Comparatively few accountants seem 
to realize that the mere recording and checking of financial sta- 
tistics of business is only elementary work for the accountant 
properly so called. The accountant is a financial, statistical expert 
in private business. The most important part of his work is the 
analysis of private business organizations on the basis of the 
financial statistics presented to him, for the purpose of determin- 
ing the financial condition of the business and, where necessary, 
pointing out changes in its organization that will lead to its 
improvement. 
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If the above view of the character of accountancy is correct, 
the accountant must be familiar with business organization, or 
what the accountant calls private industrial economics. His 
figures of accounts are the records and statistical description of 
these organizations. Now, immature minds cannot grasp the 
principles of business organization. You cannot teach the sub- 
ject thoroughly in a high school course. It is a college subject. 
It follows that the accountant should have some college education 
bearing on his professional work. This is saying in another way 
that no one is ready to begin the study of accountancy, properly 
so called, until he is ready to enter college, or has had an equiva- 
lent preliminary education. He may take bookkeeping in the high 
school, but accountancy is a subject of higher grade. His course 
of study should cover not only the Commercial Law, Theory and 
Practice of Accounting, and Auditing, commonly required; but 
also a course in general economics followed by courses in private 
economic organization (business organization), money and bank- 
ing, credit, exchange, public finance, taxation, and corporation 
management. His course of study should include also a better 
knowledge of law than is commonly given in the text-books on 
what is called Commercial Law. Moreover, the accountant 
should have some knowledge of industrial and commercial history, 
to prevent the narrowness usually found among business men. 
Needless to add, he should have a good command of his mother 
tongue and a good knowledge as well as a high standard of 
business ethics. 

Mere expertness in the figuring of accounts is not enough. 
The present requirements of the usual C. P. A. laws can be mas- 
tered in a year. Preparation for the bar, where the requirements 
are merely respectable, requires three years’ study. Accountancy 
cannot become a liberal profession until the course of study pre- 
paratory to its practice is as liberal and as exacting as in law, 
or medicine, or in teaching. Accordingly, I venture to offer the 
following practical and, I hope, practicable, suggestions :— 

1. Let the C. P. A. associations unite in adopting a specific 
standard of education, and let them work to get this formulated 
into law. They should require a two or three years’ course of 
college, or university, study which shall include not only the 
four professional subjects usually included in the examinations, 
but also industrial economics, history, mathematics, at least 
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through the application of advanced algebra to problems of 
interest, investment, etc., and some other subjects. 

2. Make a legal gradation of accountants according to educa- 
tion and experience. The first class might include only those 
who have the education described above, and say, five years 
independent experience. The term C. P. A. should be restricted 
to these. Some such term as Expert Accountant might designate 
the second class who should have, perhaps, the above education 
with one or two years’ experience ; “ accountant” might be the 
title of all who passed the usual C. P. A. examinations, in addition 
to having a high school course. Provision should be made for 
promotion from one class to a higher on the basis of long experi- 
ence—say ten years—without the preliminary general education. 

3. The various accountancy associations should try in every 
way they can to educate business men to a proper appreciation 
of the need for accountants of high equipment. 

4. The organized societies of C. P. A.’s in the different states 
should support their examining boards in rigorously exacting 
adequate training from candidates. They should use their in- 
fluence to discourage applicants who are not properly trained; 
and, so far as they can, should protect their boards of examiners 
from unnecessary annoyance, from the persistent criticism of 
poorly prepared and rejected applicants. In other words, there 
is needed more of the esprit de corps of public opinion in the 
profession. 


' Suggested Curriculum for a Professional School of Accountancy. 


By FrepertcK A. CLEVELAND, Pu. D., 


Professor of Finance in New York University School of 
Commerce, Accounts and Finance. 

Neither refinement nor education depends on the college. One 
may attain to the highest proficiency in culture by self-application 
and by contact with the world. What the college may do is to 
give to the students such facilities as to enable them to attain high 
standards of proficiency in the most economical way—that is with 
the least expense of time and energy. The college is doing for 
higher education what the great flouring mill is doing to supply 
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the demand for flour. Each man may grind his own, but 
he may obtain this food ingredient with greater economy by 
purchasing it from the mill. 

Each of the professions has grown up in response to a demand 
for a special form of advisory service; each profession has been 
established before special schools have been founded for the train- 
ing of those who would enter it. The profession of Public Ac- 
countancy—the profession which has been established in response 
to the demand for independent advisers on matters of financial 
integrity and institutional control—is now considering whether 
a special school or university department may be established and 
offer a degree which will be on an educational equality with de- 
partments of Law, Medicine, Dentistry, Surgery, Theology, etc. 
It is believed that such a school or department may be and should 
be established. The science of administrative control in many 
respects resembles military science. It has to do with materials, 
mechanical forces and men. The organization of a factory, a 
railway, or a civil government is not far different from the or- 
ganization of an army or navy. In the former, powers of control 
are usually exercised through rights of contract instead of being 
enforced as a function of sovereignty. Essential to each of these 
sciences is a knowledge of technique and of method which is 
peculiar to a profession. But associated with knowledge of 
special technique should be such a training in other branches of 
science as to enable the one in command to think about materials, 
forces and men in the most intelligent way and to use his technique 
to highest advantage. With this in mind an outline is suggested 
looking toward a four years’ curriculum for the professional 
training of Public Accountants—one also which, with certain 
modifications, might be availed of by those who may have in 
mind business administration as a career. In this it is contem- 
plated that each course suggested shall consist of four hours of 
class work per week and that forty such courses shall be re- 
quired for graduation, making four years of study of ten courses 
per year, unless the student were able to progress more rapidly 
or to satisfy these requirements by examination. It is also con- 
templated that the entrance requirement should in no case be 
below that required for entrance to the freshman class of the 
Arts Department, and that in a particular institution, organizing 
such a school or department, the entrance requirement should 
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be as high as that of the other professional schools in the same 
institution. The suggested curriculum is as follows: 


I.—AccounTANCcyY. 
1. Accounting theory 
2. Accounting practice: 
a. Office technique 
b. Professional relations of accountants 
c. The devising, installing and supervising of systems... . 
d. Specialized systems of accounts (a study of systems in 
detail) 
e. Cost keeping 
f. Auditing and special examinations 
II.—OrGANIZATION AND ADMINISTRATION. 
1. Organization and management of mining and quarry com- 
panies 
2. Organization and management of factories 
3. Organization and management of transportation companies 
4. Organization and management of mercantile companies 
5. Organization and management of financial companies 
6. Organization and management of public corporations 


III.—FiInance. 
Introductory : 
1. The instruments and institutions of finance 
2. Railway finance 
3. Financing of industrial corporations 
4. Investment and speculation 
5. Public revenue and taxation 


IV.—Law (especially relating to accountancy subjects). 
1. Commercial law 
2. Law of business organization—partnerships and corporations 1 
3. Law of investments—stocks, bonds, mortgages, leaseholds, 


V.—ENGINEERING (especially relating to accountancy subjects). 

1. Mechanical engineering 

2. Electrical engineering 

3. Civil engineering 

4. Factory engineering and economics 

5. Railway and canal engineering and economics 
VI—HicHer MatHematics (including mathematics of business)... 


Processes 
IX.--Enc.isH (or foreign languages) 
X.—Economic AND COMMERCIAL GEOGRAPHY 
XI.—History 


rses. 
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. Higher mathematics 
. Actuarial science 
. Industrial processes 
English 
Economics—Commercial geography 


By Avsert A. MILLER, 


Corresponding Secretary of the Colorado Society of Public 
Accountants. 


We should inaugurate a movement to bring before the promi- 
nent educators connected with state educational institutions, the 
practical need for the creation in such institutions of a chair or 
department of Accountancy including Commerce and Finance; 
also a movement to present the same facts to business men in 
general. 

The State Society, supported by the American Association, 
should be the medium through which the movement named is 
carried on locally. Let the society ascertain, by appropriate com- 
munication and presentation to the prominent educators, their 
view of Accountancy as a profession. If this view reveals a com- 
prehensive understanding of the value of this profession and of 
the demand in the commercial world for it, then such educators 
are in position to endorse heartily the establishment of a specific 
department of education that would perfect the student along 


Regurrep STUDIES: 
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these lines. The curriculum should be annually outlined with the 
aid of the local society. 

Those of the educators whose views are rather hazy should be 
brought face to face with a concise statement of the facts, and if 
they are susceptible to clear logic and will follow the dictates of 
their reason, they will readily fall in line and add their endorse- 
ment to the proposition. 


It is apparent that it would be most appropriate to establish 
such an educational department in a state institution of learning. 
Being armed with the support of educators at large, it is justly 
to be supposed that the ready consent of the educators in the state 
institutions could be obtained for the establishment of the definite 
department in question. 


To make this department the standard, the Board of Exam- 
iners created by law should exercise the power vested in it and 
demand from the applicant for a C. P. A. degree a diploma from 
such department, or its equivalent. 

There is good reason for selecting the state institution ; for if 
there is already existing a definite law in the state under which 
the degree of C. P. A. is granted, it will serve to fix a closer rela- 
tion of the educational department to that law. Again, inasmuch 
as the organization of commercial bodies and their operations are 
in accordance with law, and likewise the qualifications and capa- 
bilities of those who, as experts, pass upon the records showing 
the results of the operations of commercial enterprises, are cer- 
tified to according to law, so should the educational institution or 
the department thereof, in which the aspirant perfects himself to 
become an expert in the field of Accountancy, be as closely 
affiliated as possible with the governing law. 

The acquainting of general business men with the true stand- 
ing and progress of Accountancy will indirectly bring proper 
pressure to bear for the establishing of such an educational 
department as mentioned. 

This should be done as publicly as possible, not wholly depend- 
ing upon appropriate literature. Every opportunity presenting 
itself must be seized to bring the subject of Accountancy, by 
speech or other method, before the business public whenever it 
assembles, say at Chamber of Commerce meetings, Business 
Clubs, etc. In four words: a campaign of education. 
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Re-organize the C. P. A. Examinations, 
By J. E. Srerrett, C. P. A., 


Secretary of the Pennsylvania State Board of Examiners of 
Public Accountants. 


The question as to whether or not accountancy is a profession 
will be answered in the mind of the average man by the standards 
of preparatory training and entrance into the ranks of the recog- 
sized body of accountants. Individual practitioners may be men 
of special talent, possessed of splendid educations, and individually 
entitled to the confidence and respect of the community, but this 
does not constitute a profession. 


It may be well to look this subject squarely in the face and 
study it from the standpoint of an honest inquirer interested only 
in the common facts. In some seven or eight states a legal re- 
quirement has been set up which is generally recognized as the 
first long step toward securing a professional standing. In states 
which have not as yet secured C. P. A. laws this benefit is not 
enjoyed, although in one or two states certain standards have 
been set up for membership in associations or societies. The 
C. P. A. laws thus far enacted uniformly prescribe an entrance 
examination, which in some cases is rather closely confined to 
certain lines definitely laid down, while in others the administra- 
tion of the law is left to a larger measure to the discretion of a 
board of examiners. In some instances these laws set forth that 
the examination shall cover four subjects, to wit: Theory of 
Accounts, Practical Accounting, Auditing and Commercial Law. 


In the other states where the subjects of the examination have 
not been definitely prescribed, the boards of examiners have fol- 
lowed the plan for examination just mentioned, and full certifi- 
cates are usually issued to the successful candidates who pass a 
single examination. Some slight attempt has been made to pro- 
vide for a practice qualification, but thus far little real importance 
has been attached to what has been done in this direction. Can- 
didly it must be admitted that the requirements of this single 
examination are not by any means impressive when compared 
with the standards set up in law, in medicine and in engineering. 
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When a young man seeks information as to what steps he 
should take in preparation for the work of a certified public 
accountant, what does he learn? He can be told that an exami- 
nation divided under four heads, two or three of which overlap 
to such an extent that it is difficult, if not impossible, to intelli- 
gently distinguish between them must be passed. He can also be 
told that there are two university schools giving evening courses, 
dealing with the rather mysterious subjects of the State Board 
examinations. He can also learn that there are a number of pri- 
vate sources of instruction ready to enlighten him, but if he wants 
to know anything really definite, about the only thing left is to 
tell him to go to the questions set in previous examinations. This 
is a sort of a crawling backwards process, through which it may 
be hoped that the young man will be able to detect a certain drift 
of knowledge which he should acquire. When the young man 
goes to the examination questions that have been previously set, 
he finds that for the most part they call for a memory of defini- 
tions and the ability to do “ sums,” the latter supposedly more or 
less remotely associated with the practical work of an accountant. 
Frequently, however, these questions have but slight bearing upon 


the knowledge that should be possessed by every accountant, and 
the answers are readily ascertainable by anyone with a fair knowl- 
edge of elementary mathematics, even though they have never 
been inside of an accountant’s office. 


All this has been said, not so much in the way of criticism as 
to point out actual conditions as a means to further progress. 


When the first C. P. A. laws were enacted it was not prac- 
ticable to set up very high standards. The past few years have, 
however, produced a remarkable development in the scope of an 
accountant’s work and in the measure of his responsibility. Thus 
it is reasonable to-day to expect what five years ago would have 
been quite impossible. It must also be remembered that the stand- 
ards that can be set up now will likewise be inadequate a decade 
hence. What, then, are the standards which may reasonably be 
demanded at the present time? 


First of all, the plan of a single examination must be aban- 
doned, and in its place should be substituted a preliminary exami- 
nation, followed by a period of registration devoted to study and 
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practice along clearly defined lines, after which should come a 
final examination. 


The preliminary examination should require a general educa- 
tion equal to that of a public high school of recognized standing, 
and should also include a knowledge of accounts sufficient to 
enable the student to intelligently undertake the study of account- 
ing. After the student has passed this examination he should 
spend at least two years in preparation either exclusively in the 
office of a certified public accountant or partly in such an office 
combining a certain amount of practical training with a course in 
accounting at a university or college. It is highly desirable, wher- 
ever possible, that the student should have the advantage of a 
university training because of its atmosphere and breadth of out- 
look. At the same time it is clearly necessary to an adequate train- 
ing that there should be coupled with this a certain amount of 
work and study in an office, thus supplementing the classroom 
instruction with the practical work only to be had in a well- 
established office. Some parts of an accountant’s training can be 
secured much better in a school or university than in an office, 
while other parts cannot be taught in school. For instance, the 
relation of an accountant to his client, while it can be made the 
subject of lectures, which are useful and instructive, cannot really 
be learned until the young practitioner acquires the mental attitude 
through actual observation and experience. 


The mere going to school or sitting at a desk is not in itself 
of much value. The student needs to have laid out for him a 
pretty clear cut course of work. If a young man wishes to study 
law he can learn from the rules and regulations of the examining 
board what preparation he must make, and this is set forth in such 
detail as will enable the student of ordinary intelligence to com- 
prehend what is expected of him. 


Until the accountancy boards of examiners in the several 
states revise their plan of examination and elaborate their require- 
ments in a manner similar to that done in the law, it will be impos- 
sible to secure many well-trained candidates for C. P. A. certifi- 
cates. The question of what a certified public accountant should 
know is too broad a one to be dealt with at length in such an 
article as this, but it may be possible to indicate briefly some of 
the topics that should be prescribed for an accountancy student. 
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Assuming that he has passed this preliminary examination, 
and that he has a good mathematical foundation, with a knowl- 
edge of bookkeeping up to and including simple balance sheets, 
etc., he should be started upon a course of work which should 
involve a much more extensive knowledge of the law than is now 
required in any state examination. An accountant does not and 
should not encroach on the province of the lawyer, but he should 
have a comprehensive knowledge of those phases of the law relat- 
ing to business interests. This knowledge should be very much 
more than can be acquired in a brief study of ordinary text-books 
on so-called commercial law. A student should be compelled to 
go back to the fundamental principles dealing with the develop- 
ment of the laws of property and the fiscal relations of man to 
man, and understand the present application of these laws. He 
should also be acquainted with the rules of evidence, so that when 
necessary he can assume the part of an intelligent witness. Com- 
mercial law can be made a most valuable part of an accountant’s 
education, and the student should be thoroughly drilled therein. 
Instead of the present rather absurd classification of the remain- 
ing subjects now found in the examinations, it is my belief that 
the prospective accountant should be given a very broad and com- 
prehensive training along the lines of business organization and 
management as well as the more strictly accounting work. This 
can be done by taking up each of the leading divisions of business 
enterprises, such as banking, insurance, manufacturing, trans- 
portation, etc. The student should be taught how all these differ- 
ent kinds of business organizations are formed, together with 
what they are intended to accomplish and the methods of adminis- 
tration which are found in each. If he understands these essen- 
tial facts he can then intelligently deal with the forms and methods 
of accounting adapted to each. 

If, on the other hand, he does not thoroughly comprehend the 
organization and management of the various classes of business 
enterprises, he will never become of much value as an accountant. 
Accountants themselves must realize that accountancy is not 
a superior sort of bookkeeping, but that bookkeeping is only one 
of the many tools which the accountant is qualified to use. It is 
to be feared that too many accountants attach undue importance 
to questions that are of a purely bookkeeping nature. So long as 
they do this they need not expect the business community to value 


207 


The Journal of Accountancy. 


them as being other than they are. What the business man to-day 
needs and wants more than anything else is a professional man 
to whom he can go in the double confidence that his business 
secrets will be respected and preserved, and that he can secure the 
independent judgment of a man who has been broadly trained . 
and experienced in dealing with business problems, in organiza- 
tion, in management and finance. 

When an accounting student has had at least two years’ train- 
ing, dealing with various classes of business enterprises, studying 
them from the standpoints of organization and management, as 
well as from that of auditing and constructive accounting, sup- 
ported by a knowledge of the practical working details of an 
office, he will be prepared to pass a final examination, which will 
entitle him to the confidence of the business community, not only 
for the personal qualifications, but because of the fact that he has 
passed through a course of training which entitles him to be 
classed as a professional man. 


Training in the Science of Business Essential. 


By Jos—EpH FRENCH JOHNSON, 


Dean of the New York University School of Commerce, 
Accounts and Finance. 


The conditions which have given birth to the young profes- 
sion of accountancy have been in existence barely a decade, and 
there are many so-called accountants in the United States who are 
not awake to the fact that the successful pursuit of their calling, 
in the near future, will necessitate at the outset a broad and 
scientific education. I have met several so-called accountants 
of this class. They are usually skeptical with regard to the future 
of their vocation, and are inclined to question the propriety of 
calling it a profession. They take the ground that the account- 
ant is merely a man who is well acquainted with different systems 
of bookkeeping and has more than the ordinary bookkeeper’s 
ability in unraveling complicated accounts, installing systems, 
etc. In their opinion his ability is best acquired by a broad and 
varied bookkeeping experience, and no particular training or 
education is prerequisite to its acquisition. 
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In my opinion those who take this narrow view of their oc- 
cupation do not deserve to be called public accountants. They 
are merely intelligent and experienced bookkeepers. They have 
a thorough mastery of a trade. They have not crossed even the 
threshold of a profession. 


A profession is a calling for the successful pursuit of which 
a special training of the intellect is necessary. A professional 
man must have knowledge not possessed by the average man. 
He must be trained in one or more of the sciences, and part of 
his training, unless he is a man of extraordinary talent, he must 
get in the schools. A trade can be learned only by practice. It 
involves a minimum of knowledge and a maximum of manual 
skill. 


Business operations are now conducted on such a large scale 
that the problem of control has become a most difficult and im- 
portant one. The course of events during the last few years has 
made it plain that this problem properly belongs to the account- 
ant. It is out of the lawyers’ field, and he cannot handle it. The 
entrepreneur cannot give time to it without neglecting other vital 
parts of his business. The average entrepreneur indeed, is not 
qualified for it, for he is lacking in knowledge of accounts, and 
that is absolutely essential to the creation of a good system of 
control. The knowledge of accounts alone, however, is not 
enough. To that must be added a thorough understanding of 
the conditions which make for success or failure in business. 
An expert knowledge of business as well as an expert knowledge 
of accounts is essential. 


The accountant, therefore, needs a very broad education. 
Above all things he needs a thorough grounding in the science of 
business, that science which for two centuries has been called 
Political Economy. He should also be acquainted with the 
operations of banks and insurance companies, with the most up 
to date methods of organizing and financing corporations, and 
with the laws relating to them; with the sources and costs of the 
most important raw materials; with the scientific handling of 
statistical data, and with the different branches of so-called com- 
mercial law. The accountant must have an education built up 
on subjects of this sort, and if this necessity is not recognized by 
accountants as a body their vocation will not deserve the name of 
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profession. Furthermore, they will lose the present opportunity, 
for it will be quickly grasped by some other set of men. Within 
the last few years many college graduates have been taking up 
the study of accounts solely that they might increase their 
efficiency as business statisticians and organizers. These young 
men should all become accountants and be recognized as ac- 
countants. Such will not be the case, however, if the public 
accountant takes a narrow view of his responsibilities and oppor- 
tunities and does not show by his discriminating selection of 
assistants that he values education, intelligence and knowledge 
of the laws of business quite as highly as he does familiarity 
with the more difficult rules of bookkeeping. 


Twenty-five years hence accountancy will be a recognized 
profession if the public accountants of this generation do their 
full duty. Then the accountant will be a man of scientific train- 
ing quite as much as is the lawyer or doctor of to-day, and the 
state examinations for admission to the profession will cover 
considerably more than the mere technicalities of accounting and 
a smattering of commercial law. 
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Factory Accounting as Applied to Machine Shops. 
By JoHN WHITMORE. 


It may be taken for granted that one of the chief ends to be 
striven for in the organization of a factory is the perfect co- 
ordination of the work of the several departments so that friction, 
in its simplest sense, may be eliminated. It has perhaps been 
made plain that in order to achieve this not merely mutual good- 
will is necessary, but a strong effort at mutual understanding, and 
the careful working out of inter-departmental routine. These 
three requisites are perhaps most often created in exactly the 
reverse of the order stated. If the relations between the depart- 
ments are properly established, mutual understanding and help- 
fulness, and the sense of a common effort should inevitably follow. 

The principle that cordial co-operation is a great gain is doubt- 
less universally recognized. Its application so far would probably 
be undisputed. The question to be broached and a little consid- 
ered here is whether it is not of equally unrestricted application 
when the co-operation is that between employer and employed, 
or whether it ceases to be applicable because interests are no 
longer the same, but are conflicting. 

There is no doubt that the interests of employer and employed 
are identical to this extent ; that waste, if it goes far enough, will 
be fatal to both, and that it is impossible to be sure that any waste 
injures only the one, or only the other. The conflict must be as- 
sumed to come in the division of the return secured by employer 
and employed, by the capital of the former, and the labor of both, 
in combination, and not to be as to the common desirability that 
the return available for division shall be as large as possible. But, 
under modern factory conditions, can the two matters ever be 
separate? Will the total return to employer and employed ever 
be the same with one scale and system of wages as with another? 

There is nothing new in the proposition that larger profits to 
capital may be secured by paying higher wages. The contention 
is at the basis of every premium or bonus or profit sharing system. 
It is possible perhaps to take the narrow view that such plans are 
a coaxing of a somewhat refractory element to do its best. The 

*This is the last installment of Mr. Whitmore’s series of articles. 
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broader view is that first the stirring of ambition and hope, and 
ultimately changed physical conditions, make possible good work 
which otherwise was not possible. 

Again, no employer believes that it is desirable for wages to 
fall below a certain point, at the lowest the point at which it is 
possible for the laborer to maintain a certain physical efficiency. 
If the work to be done is purely physical, and if there is no better 
and no worse to it, and if its quantity can be insured, there is 
an apparent gain in paying no higher wages than will suffice to 
the end stated. Moral considerations have, however, some stand- 
ing, else one might urge the supreme economy of stealing one’s 
raw materials if one could only find out a way to do it safely. 
There is indeed a close parallel between the underpayment of 
labor and stealing, inasmuch as in each there is or may be a 
material gain made for one’s self at the cost of a measure of 
destruction probably both material and moral to others. 

There is a very general, perhaps a universal, recognition on 
the part of employers that the fullness of value received for wages 
paid increases as the wages rise. It troubles no employer if he 
lose men to whom the lowest wages are paid. Concerning men to 
whom high wages are paid there is a feeling that they are valuable, 
that one cannot afford to lose them. Where the highest salaries 
are paid there is not infrequently so keen a sense of the profit to 
the employer that he insures the life of the employee. It may be 
said that one is indifferent about losing the cheaper labor because 
it can be most readily replaced, but that is only another aspect 
of the fact that it is the least profitable labor to buy. 

The wages that can be paid to any man are obviously limited 
by two conditions: first, the opportunity for valuable work in 
the position held, and second, the ability of the man to avail him- 
self of the opportunity. And nothing in the whole matter seems 
clearer than that the higher the wages that are justified and paid, 
the greater the profit to both employer and employed. 

Modern factory conditions, including the high value of the 
machinery employed, and the constant improvements in processes 
resulting in constantly new situations, in each of which new op- 
portunities for further improvements still are discovered, and the 
mutual dependence of all departments and all workmen because 
of the specialization of labor, these seem to open up to almost or 
quite everyone engaged in manufacturing operations an incom- 


212 


i 
| 
{ 
| 
| 
| 
q 
q 
a 
| 
| 
q 
q 


Factory Accounting as Applied to Machine Shops. 


parably greater range than formerly of responsibilities and possi- 
bilities of usefulness. These possibilities of usefulness depend, 
however, for anything like a full development of them upon an 
able and wise organization. The work of organization includes 
the taking stock of the resources at one’s command and planning 
the fullest use of them all. One of these resources is likely to be 
cash and another the intelligence of employees, and the organiza- 
tion is imperfect which allows either of these to be unused or 
only partially used when the need for their full use exists. 

The existence of unused resources in the intelligence of sub- 
ordinate employees in factories has been of later years recognized 
to a considerable extent, and hence the not uncommon standing 
offers of prizes to workmen for suggestions which prove of value. 
The idea is undoubtedly a sound one; the method of giving it 
effect impresses one as elementary. The appeal is certainly a 
simple one; the response, according to all accounts, is always, or 
almost always, worth while. 

Without questioning the stimulus given by the opportunity to 
earn more money, it may be confidently said that it is not of itself 
adequate to the securing of the desired end. It may be even 
doubted whether this appeal constitutes the right starting point 
in the matter. The fullest response is likely to come where more 
is first asked of men, not in volume of physical labor, but in 
thoughtfulness and judgment and the sharing of responsibilities. 
Out of the attitude so created the maximum physical effort comes 
naturally. And upon the full exercise of all a workman’s abilities 
there must follow an adequate rise in his wages, and as an element 
in this, and perhaps a very important one, there may be included 
a constant adjustment of the wages paid upon the basis of certain 
results produced. 

If a superintendent of a shop were to single out one workman 
of average ability, and develop a practice of talking over the shop 
problems with him, giving and asking opinions, such a workman 
probably ninety-nine times out of one hundred would respond 
warmly, and would presently be observing and considering more 
carefully, and forming new judgments and freely communicating 
them. It is worth while to consider whether such an effect could 
be created, not in relation to a single workman, but in relation to 
the whole of a force of workmen. Such a result must always de- 
pend to a great degree upon the largeness and saneness of mind 
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possessed by superintendents and foremen, but this is a spirit that 
may be either developed or discouraged, and one favorable condi- 
tion will have been created if the principle of appealing to the 
thoughtfulness and judgment of the individual workman can in 
some way be incorporated in the shop routine. 

Inasmuch, however, as no feature of the shop organization 
which involves the relations between management and workmen, 
or employer and employed, can remain unaffected by the wage 
system, it will be well to consider this before arriving at any 
conclusions. 

The commonest wage system in machine shops is doubtless 
the piece-work system. That paying according to the quantity 
of work done results in all or almost all workmen doing more 
than they do under a system of straight day wages is abundantly 
plain. Its adoption, too, has doubtless been favored by the fact 
that there is nothing complex in the idea or in the clerical work 
necessitated. The operation of the piece-work system in most 
shops is indeed too simple and does not include the painstaking 
necessary to either the fullest justice or effectiveness. There is 
often a failure to appreciate the time required to set the rates 
intelligently, and consequently the staff assigned to this work is 
inadequate. If rates are hastily set they may be too low and the 
workman has just grounds for protesting, and is then perhaps in 
many instances allowed his time rate, or they may be too high, and 
reductions follow. The commonest condition is that workmen 
come to recognize that if their earnings under any piece price are 
high the piece price will be lower thereafter, and output is likely 
to be regulated so as not to bring about reductions in the prices. 
The simplest remedy for these great defects would seem to be 
to set the piece prices after sufficiently careful calculation of the 
time occupied, and then to make them unchangeable for a consider- 
able period, unless, of course, a process should be changed, and 
finally when the time comes for revision to make only absolutely 
necessary changes and with such liberality as would insure the 
assent of reasonable men. 

An obvious shortcoming in the ordinary piece-rate system is 
that it make no distinction as to the time required on a job. That 
is, the labor value is taken to be the same whether the machine 
cost is increased or decreased by the workman being quicker or 
slower. This shortcoming, with others in ordinary piece-rate 


214 


| 
i) 
q 
7 
q 
i 
| 
A. 

| 
| 

| 

q | 

| | 

>! 


Factory Accounting as Applied to Machine Shops. 


systems, was dealt with and probably overcome in what is known 
as the differential piece-rate system invented a number of years 
ago by Mr. F. W. Taylor, of Bethlehem, Pa. Under this system 
the piece prices are set with great care, being upon careful obser- 
vations of the time required for each element of the job, and then 
the price is varied according to the time taken, the highest price 
being paid for the quickest work, or, in other words, the labor 
value being taken as highest when the machine cost is kept at its 
lowest. Of course, whenever time consumed on the respective 
jobs is affecting the day’s wages, efficient inspection is especially 
necessary, prices being set for good work and not for bad work. 

The second widely used plan of paying machine shop labor 
is the premium plan. This plan also was invented many years ago 
and has doubtless been infinitely varied in actual use. The original 
idea was to fix a reasonable average time for each job and to pay 
the workman his hourly rate for the time spent on the job, and if 
the time consumed was less than the time set to give the workman 
part of his wages for the time not consumed. If time is set no 
higher than would be taken without the premium feature of the 
wages the gain to the employer is twofold; first, a lower labor 
cost, and second, a lower machine cost. The gain to the workman 
is everything paid to him as premium, inasmuch as his hourly rate 
is undisturbed. 

The fact that under the premium plan the hourly rate is un- 
disturbed is the essential difference between the piece-work plan 
and the premium plan, and I believe the difference is decidedly 
in favor of the premium plan. The responsibility is fairly placed 
upon the employer of paying a man the wage rate that properly 
belongs to his work or of dismissing him as unsatisfactory. The 
employer must assume this responsibility or suffer loss. If a poor 
workman earns low piece-rate wages and the matter is assumed 
to be all right because the wages correspond to the work done, 
the cost of the work is likely to remain very high because of the 
undue amount of machine expense. 

In considering the value of labor in the various processes it 
is plain that the hourly machine costs are among the fundamental 
data. These costs are like money handled by the workmen care- 
fully or carelessly, and foremost among the responsibilities of 
machine shop workmen is the efficient stewardship of these values. 
It is probable that very many and possibly the great majority of 
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machinists would feel a quickening of interest and of the manag- 
ing faculty if they merely knew the hourly expense, operated and 
idle, of the machines they are running. If this knowledge gave 
them an added sense of the value of their work in economizing 
machine time so much the better, and so wherever pertinent knowl- 
edge can be put in the place of ignorance. 

Of course, the pre-requisite in the matter of establishing a 
standard of economy in regard to machine time, is such shop and 
commercial organization as shall insure that the job and the 
materials and the tools shall be promptly furnished to the machine 
operator when he is ready for them. To this end is the storehouse 
organization, and the tool-room organization, and the shop man- 
agement. 

The shop management which provides for the continuous 
operation of each machine is of the utmost importance. It would 
probably be, not an extravagance, but an economy to employ the 
necessary clerical labor in order to keep an account for each ma- 
chine, entering the calculated time of every job ahead and offset- 
ting the same time as each job is completed, so that the record 
would continuously show how many hours’ work was provided 
in advance for each machine. The times fixed for the purpose 
of the premium payments would be available for such a record, and 
the work ahead for each machine could be regarded as subject to 
a deduction equal to the average gain of time upon which pre- 
miums are being paid. If the piece-work system were being used 
the time records in connection with the piece-work could be made 
available. 

The following quotation from an article by Mr. John Ashford, 
entitled “The Tool Room and its Functions,” which appeared in 
the Engineering Magazine of August, 1904, has an important 
bearing upon the matters now being dealt with: “ That a given 
piece of work may be machined in the best and cheapest way, 
thought must be given to it and a series of operations fixed upon 
that seem the best, having due regard to the machines and tools 
available. This matter is often left to the foreman of a shop who, 
with his multifarious duties, cannot be expected to give adequate 
attention to it; neither can he mentally retain the particulars of 
processes and tools for a multitude of jobs, nor—for want of time 
even if he had the memory—can he impart them in detail to the 
men. It is therefore advisable for the operations to be placed be- 
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forehand by the tool draughtsman in conjunction with the works 
manager, and when fixed upon these operations, together with 
references to the tools, should be recorded in some permanent 
manner. . . . The operations when fixed upon can be noted, 
when possible, upon the drawing of the work to be made, but 
where too lengthy it can be typewritten and mounted upon cards.” 

The principle of appealing to the thoughtfulness and judgment 
of the individual workmen would be incorporated in the shop 
routine if space were provided on every such list of operations 
for suggestions of the machinist doing them as to any changes 
that he believes would be advantageous. The permanence given 
to the piece rates or time allowances, in accordance with which, 
unless a process were radically changed, rate or time would re- 
main undisturbed throughout a certain period, would insure to a 
workman making a time saving suggestion the benefit in his 
wages. If such a suggestion resulted in a new piece rate or time 
allowance being set, another method of compensation might be 
arranged. Even if in some cases the direct benefit might go to 
the employer only, it could never do so at any expense to the em- 
ployee, for that could not in justice be permitted. On the other 
hand, the direct benefit would almost always be common to both, 
and the sense of common interest and of the working together 
of managers and subordinates, and personal pride which is so 
often stronger than the desire of gain, would all tend to develop 
in the workmen the utmost anxiousness to justify the hope and 
belief manifestly placed in them. 

It is not the intention here, it has not been the intention any- 
where .in these articles, to lay down cut and dried plans, but only 
to suggest and illustrate principles. If the principle of making 
available the knowledge and the judgment of every employee for 
the purpose of bettering processes and organization were es- 
tablished, the ways of making it effective would gradually unfold 
themselves. In its full development it might almost accomplish 
the elimination of waste in factory operations which otherwise 
seems hopeless. For there is no waste but falls under some one’s 
eye, and no difficulty but some one knows of it, and probably there 
is no man but sees something which others fail to see. It needs 
only wise organization to open this great field for advantageous 
working together to all who are engaged in productive operations. 
Wise organization would include provision for measuring values 
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with all possible accuracy, and especially labor values, and for 
paying increasing wages as services increased in value. Under 
such conditions high wages would be the surest means of obtain- 
ing a minimum cost of production. 

There is in all productive operations a law of increasing and 
decreasing return whose workings are only followed by means 
of constant and patient analysis. When such analysis is applied 
to the complexities of modern manufacture, innumerable losses 
are found constantly eating into profits otherwise made. When 
the problem of eliminating such losses is considered it is plainly 
seen that the essential need is the organizing of every resource 
of brain and active interest, and the constant building up and co- 
ordinating of every human efficiency. In such a process wages 
would inevitably rise, for high wages are both a cause and an 
effect of high efficiency as low wages are both a cause and an 
effect of low efficiency. In such a process also the supposed 
antagonism between labor and capital might give way to a sense 
of common interest and common achievement. 
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* Contents and Mode of Stating Executors’ Accounts 
By Joun R. Loomis, C. P. A. 


Before proceeding to read what I have compiled relating to the 
subject assigned me, I would say a word by way of explanation, 
and if you please, of excuse. The subject assigned me,—that of 
“ The Contents and Mode of Stating Executors’ Accounts ”—is a 
broad one and to properly present it in all of its importance would 
require more than one entire evening. Fifteen or twenty minutes 
will hardly permit of presenting even an intelligent abridgment. 
Again, the time which has been allowed me for the gathering of 
proper data has been extremely limited. What I present for your 
thought this evening is simply a compilation drawn, however, from 
decisions of the courts rather than from text-books. It has there- 
fore the weight of authority. There is nothing original save 
perhaps the mode of presenting. 

The statute does not prescribe any special form to be adopted 
by an executor or administrator in making up his account. It 
simply points out the effect of the account when passed; and 
indeed it would be quite impossible to state any form which would 
apply to all cases, except in a general way, as no two estates pre- 
sent exactly the same features and details. The accounting has 
for its object the furnishing of accurate information as to the 
condition of the estate so that all persons interested therein may 
have an opportunity to ascertain positively their rights, to correct 
errors, if any, in the accountant’s administration, and take 
measures, if necessary, to protect themselves against loss by his 
fraud or negligence. To this end the account should be full and 
explicit, containing a clear and definite statement of all the 
executor’s or administrator’s dealings with the decedent’s estate, 
so that it can be made the subject of intelligent objection. 

From the reports we gather the following directions and rules 
as indicating what the account should contain and the mode in 
which it should be stated, showing “to what precision executors 
and administrators are held in rendering, verifying and establish- 
ing their accounts before the surrogate.” They are eminently 
just and should not be departed from except in cases of the most 
urgent necessity, and in order to prevent absolute injustice. 


* An address delivered before the New York State Society of Certified Public Account- 
ants, December 10, 1906, 
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AS TO CONTENTS. 

The accounts should state distinctly the character and value 
of all assets belonging to the estate which came into the possession 
of the executor or administrator at the time of his entering upon 
the duties of his office, together with any assets subsequently dis- 
covered, the disposition thereof, and if the whole or part be sold, 
whether at public or private sale, and the prices obtained for the 
same. It should show the “ increase,” if any, in such assets dur- 
ing the administration, or the “ decrease,” if any, and the cause 
of the same; and a list of any articles or property remaining un- 
disposed of and also a list of any property which may have been 
lost, the appraised value of such property and the cause of the 
loss. It should state the claims presented against the estate, speci- 
fying what claims were allowed, what claims were disputed and 
what claims were rejected, and the time and manner in which 
they were rejected or disputed, what suits, if any, have been com- 
menced on such disputed or rejected claims, which of them have 
been determined, how determined and which of them are pending, 
and the amount claimed; also what claims have been presented 
and allowed since the expiration of the publication of the adver- 
tisements for claims. If no such claims have been rejected or 
disputed, and no suits have been commenced, it must be so stated. 
Not only are all these things material, but it is material also that 
the character of the debts paid or allowed, or prosecuted, should 
be stated—that is whether they are judgments docketed, etc., or 
debts of inferior class. Otherwise the surrogate cannot determine 
whether they have. been properly paid, or if unpaid, determine 
whether they are preferred debts under the statute. It should 
contain a list of the debts due to the estate at the time of the 
appointment of the executor or administrator, distinguishing those 
which he had collected and those which he had failed to collect, and 
stating the reason for such failure to collect. It should include a 
statement of all moneys received by the executor or administrator 
belonging to the estate and of all interest or profit which he may 
have received on such moneys. It should show all disbursements 
made for funeral charges, and necessary expenses of administra- 
tion, and all payments made to creditors, legatees or persons 
entitled in distribution, giving the name of each, the amount paid 
to each and the date of such payments. The executor or adminis- 
trator must not only state in what character his payments were 
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made, distinctly, but he must produce vouchers supporting each 
payment. 

In addition to the above items material to the account, the 
executor or administrator should set forth all other facts which 
are pertinent and proper to be considered by the surrogate in 
making up his decree, and as part of the proceeding it should be 
shown when the letters testamentary or of administration were 
issued, the date of preparing and filing the inventory, and when 
the advertisements for claims were published. The statement 
should also show the names and ages of legatees, and next of 
kin, with their places of residence. If any are minors, the fact 
must be stated, and whether they have guardians, and if so their 
names and places of residence, and how appointed. The surro- 
gate is to pass upon the propriety of the payments, if made to 
legatees and next of kin, or if not paid, he is to distribute the 
surplus to them, and in either case these facts are indispensable. 
If there is any other fact which has occurred as part of his 
proceedings, which may affect the estate or the rights of any 
distributee, or his own rights, he is bound to state it. 

So much as to the “ Contents of the Account.” 


MODE OF STATING THE ACCOUNT—THE DEBTOR SIDE. 


The mode of stating the account by executors and adminis- 
trators for the purpose of filing, as indicated by the court, differs 
very materially from the form of statement common with mer- 
chants. The usual mercantile form would be to hold the estate 
as “in account with” the executor, giving the estate credit for 
all receipts and charging it with all payments, but the courts rule 
that all persons holding positions of trust shall stand as “in 
account with ” the estate or trust and be charged with all receipts 
and credited with all payments. 

The executor or administrator in making up his account is first 
to charge himself with the amount of the personal property of the 
deceased contained in the inventory at its appraised value, then 
with any “ increase ” to the same for any cause, whether direct or 
indirect, such as, sums for which he has sold property exceeding 
its appraised value—property and demands which have been dis- 
covered subsequent to the taking of the inventory—interest that 
has been accrued on debts owing to the deceased or on securities 
held by him, dividends, rents and profits. 
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i The whole of the “ increase ” added to the value of the prop- 
erty as shown in the inventory constitutes the debtor side of the 
account. 

The statute provides that “ no profit shall be made by executors 
or administrators by the “increase,” nor shall they sustain any 
loss by the “ decrease,” without their fault, of any part of the 
estate, but they shall account for such “ increase,” and shall be 
allowed for such “ decrease ” on the settlement of their accounts.” 

The items which go to make up the debtor side of the account 
and for which the executor or administrator is justly and legally 
q chargeable are comprehended under the following general 
heads :— 


| Inventory of assets. . 
Increase to inventory from selling property mentioned 
therein at a higher price than the appraised value. 
a Increase to inventory from new assets subsequently 
discovered. 
| Increase to inventory from interest, dividends, rents 
and profits. 

In stating the account it is customary to so arrange it by 
schedules as to show all items belonging to the capital or principal 
of the estate, separate and distinct from the items properly income. 
The next step in order is to show what has become of the sum 
total of these assets. 

THE CREDIT SIDE OF THE ACCOUNT. 
As on the debit side of the account the executor is charged 
with the value of the inventory, together with all of its “ increase,” 
i so on the credit side of the account he is to show what has become 
: of this sum total and he will be allowed for the amount of all 
Pr shrinkage on the inventory valuations whether through deprecia- 
q tion, waste, loss or inability to collect, providing such occur 
" through no lack of care and diligence on his part, and for the 
‘ amount of all disbursements made in good faith for any liability 
of the estate either arising in the course of the administration or 
, existing against the deceased at the time of his death and paid in 
f the manner prescribed by the law. 
3 In detail the credit side of the account will show :— 
i Sums for which the executor has necessarily sold prop- 
| erty at less price than its appraised value, with a 
| description of the property so sold. 
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Articles of property perished or lost without his fault 
and the cause of such loss, with the appraised value 
of such articles. 

Debts marked bad or doubtful in the inventory and 
which have not been collected, also debts ap- 
praised as good but which the executor is unable 
to collect by the exercise of ordinary diligence with 
the reasons why they could not be collected and with 
the amounts of such debts as noted in the inventory 

Amounts paid for funeral charges and testamentary 
expenses. 

Amounts paid to the creditors of the deceased in settle- 
ment of their claims, stating to whom paid and when. 

Items of actual and necessary expenses paid in the 
management of the estate and the execution of the 
trust. 

Amounts paid to legatees and next of kin. 

Items of property mentioned in the inventory remaining 
unsold or uncollected, with the appraised value 
thereof, and the reasons why such items have not 
been sold or collected. 

Of the above items, all of which will be allowed an executor 
on his final accounting, providing he has administered his trust 
with care, discretion and due diligence, some will prove a charge 
against the principal of the estate and others against the income. 

AFFIDAVIT. 

To each account filed with the surrogate must be appended 
the affidavit of the accounting party, to the effect that the account 
contains, according to the best of his knowledge and belief, a full 
and true statement of all his receipts and disbursements on account 
of.the estate of the decedent ; and of all money and other property 
belonging to the estate, which have come to his hands, or been 
received by any other person, by his order or authority, for his 
use; and that he does not know of any error or omission in the 
account, to the prejudice of any creditor of, or person interested 
in the estate of the decedent (Co. Civ. Pro., Sec. 2729). 

VOUCHER. 
On an accounting by an executor or administrator, the account- 


ing party must produce and file a voucher for every payment, 
except in one of the following cases: 
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1. He may be allowed, without a voucher, any proper items 
of expenditure, not exceeding twenty dollars, if it is supported 
by his own uncontradicted oath, stating positively the fact of pay- 
ment, and specifying when and to whom the payment was made; 
but all the items so allowed against an estate, on all the 
accountings of all the executors or administrators, shall not exceed 
five hundred dollars. 

2. If he proves, by his own oath or another’s testimony, that 
he did not take a voucher when he made the payment, or that the 
voucher then taken by him has been lost or destroyed, he may be 
allowed any item, the payment of which he satisfactorily proves 
by the testimony of the person to whom he made it; or, if that 
person is dead, or cannot after diligent search be found, by any 
competent evidence other than his own oath or that of his wife. 
But an allowance cannot be made, as specified in this section, 
unless the surrogate is satisfied that the charge is correct and just. 
(Co. Civ. Pro., Sec. 2729.) 

A SIMPLE DEBIT AND CREDIT ACCOUNT NOT SUFFICIENT. 

As evidence that a simple debit and credit account is not 
sufficient, I read the following decisions :— 

“ Executors are bound to state their accounts not as they in 
fact kept them, but as required by law” (74 N. Y., 539). 

“The practice of tendering in answer to the order a naked 
debtor and creditor account of moneys received and paid out is as 
general as it is bad; such an account can hardly be said to be a 
skeleton of what is required. As the basis of a decree, it is wholly 
insufficient and a decree that rests upon it is next to worthless as 
a protection to the executor. Every attempt that has been made 
to make such an account answer by stating facts material in the 
account itself, in the affidavit of verification or in extraneous 
statements, have only shown a desire to struggle for what is right 
without having accomplished it. They have utterly failed. This 
Court for the last two years has conformed its practice in this 
respect to the obvious requirements of the statutes by requiring an 
account, the substance of which has been stated in this opinion. 
The result has been the most satisfactory. What took days and 
even weeks of examination to ascertain by proofs under the former 
method is now on the face of the return, and expenses are saved, 
accuracy and fullness are secured. The account thus rendered ex- 
plains and justifies itself. Litigation has comparatively ceased 
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under this practice. It is simply the practice indicated by the 
statutes ” (5 N. Y., Legal Obs., 124). 

The substance of the account referred to above is substantially 
as stated under the headings “ As to Contents ””—and “ As to 
Mode of Stating.” 

WHERE EXECUTORS ARE CHARGED WITH TRUST DUTIES. 

They should as a general rule, when finally accounting as 
executors, include all their proceedings in their administration of 
the estate, in whatever capacity they have acted; for until they 
have so accounted and been discharged, they may reasonably be 
assumed to have acted in their capacity of executors under the 
authority of their letters. 

The time allowed me has now expired, but before taking my 
seat I would like to submit to you a form of account which is 
compiled from actual precedents, approved by the surrogate, and 
is believed to cover all that the courts require, and conforms in all 
respects to the practice indicated in the Code of Civil Procedure. 
It is simple, full and comprehensive, and easily adjusted, by mere 
change or addition of schedules, to the conditions existing under 
any estate. “It is in all respects such an account as may be 
settled at the call of the applicant, or finally settled at the call of 
the executor.” It so fully explains and justifies itself that “the 
surrogate on inspection could write on the bottom of it a decree 
of final settlement and of distribution without asking a single 
question.” 


SURROGATE’S COURT 
COUNTY OF NEW YORK 


FORM OF ACCOUNT. 


the Judicial Settlement of the | 
account of : ACCOUNT 
OF 


Executor of the last Will and PROCEEDINGS. 
Testament of 


deceased. 


To the Surrogate of the County of New York:— 
I of the City, County and State of New York, do 
render the following account of my proceedings as executor of the last 
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Will and Testament of late of the City of New York, 
deceased. 

On the day of 19 , Letters Testamentary were 
issued to me. 

On the day of 19 , I caused an Inventory of the 
personal estate of the deceased to be filed in the office of this Court, which 
personal estate, therein set forth amounts, by appraisement by the 
Appraisers duly appointed to $ 

Schedule A., hereto annexed, contains a statement of all the property 
mentioned in said Inventory, sold or collected by me, with the prices 
realized, showing the increase on the appraised value—such increase 
amounting to $ 

Schedule B. hereto annexed, contains a statement of all amounts 
realized from personal property, sold or collected by me, not mentioned in 
the said Inventory, but for which I am legally accountable, amounting 
to $ 

Schedule C. hereto annexed, contains a statement of all amounts re- 
ceived by me for interest and dividends on securities, rents, and from other 
sources of income accruing subsequent to the death of the said deceased, 
amounting to $ 

No other assets than those in said Inventory, or herein set forth, have 
come to my possession or knowledge, and all the increase in the value of 
any asset of said deceased is allowed or charged in the said schedules above 
mentioned. 

Schedule D. hereto annexed, contains a statement of all the property 
mentioned in said Inventory, sold or collected by me, with the prices 
realized, showing the decrease on the appraised value—such decrease 
amounting to $ 

Schedule E. hereto annexed, contains a statement of all moneys paid 
by me for funeral charges and testamentary expenses, amounting to $ 

On or about the day of in the year 19 , I caused 
a notice for claimants to present their claims against the said estate to me 
within the period fixed by law, and at a certain place therein specified, to 
be published in two newspapers, according to law, for six months pursuant 
to an order of the Surrogate of the County of New York, to which order, 
a notice for claimants to present their claims against the said estate to me 
account. 

Schedule F. hereto annexed, contains a statement of all amounts paid 
by me in settlement of sundry debts and claims against the said estate, 
with the names of all creditors, and the time of such payment, amounting 
to $ 

No other debts or claims than those mentioned in said Schedule F. have 
come to my knowledge. 

Schedule G. hereto annexed, contains a statement of all moneys paid 
by me to widow of the deceased. 

Schedule H. hereto annexed, contains a statement of all moneys paid by 
me for necessary expenses incurred in the managemnt of the said estate, 
amounting to $ 
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Schedule J. hereto annexed, contains a statement of all items of per- 
sonal property mentioned in said inventory, remaining unsold or un- 
collected, and their appraised value, amounting to $ 

Schedule K. hereto annexed, contains the names of all persons who are 
in any way interested in the estate of the deceased, how interested, and 
their respective places of residence, to the best of my knowledge, 
information and belief. 

Schedule L. hereto annexed, contains a statement of all other facts 
affecting my administration of said estate, my rights, and those of others 
interested therein. 

The following is a summary of my account :— 


I charge myself SUM MARY. 
With Amount of Inventory 
“ Increase as per 
Schedule A. 

realized from assets not 
mentioned in Inventory as 
per Schedule B. 
Received as Income as 
per Schedule C. 


I credit myself Total Charges 


With Amount of Decrease 

as per Schedule D. 
“ for funeral charges 
and testamentary expenses 
as per Schedule E. 
paid in settlement of 
sundry debts and claims 
as per Schedule F. 
paid to widow of deceased 
as per Schedule G. 
paid for necessary expenses 
of administration as per 
Schedule H. 
sundry items mentioned 
in inventory, remaining unsold 
or uncollected as per Schedule J. 
Total Credits 


Leaving a balance of $ 


consisting of cash to be distributed to those entitled thereto, subject to the 


deduction of the amount of my comntissions and the expenses of this 
accounting. 
The said Schedules which are severally signed by me are part of this 
account. 
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All of which is respectfully submitted. 
Dated New York. 


In the Matter 
of 
the Judicial Settlement of the Ac- 
count of 
Executor of the last Will and Testa- 


City and County of New York, ss: 
of said City, Executor of the last Will and 

Testament of deceased, being duly sworn, says that the 
foregoing account of proceedings and schedules annexed, contains accord- 
ing to the best of his knowledge and belief a full and true statement of 
all his receipts and disbursements on account of the estate of the said 
decedent, and of all moneys and other property belonging to said estate 
which have come to his hands, or which have been received by any other 
person by his order or authority for his use, and that he does not know 
of any error or omission in said account to the prejudice of any creditor 
of or person interested in the said estate. And deponent further says that 
the sums under twenty dollars, charged in the said account, for which no 
vouchers or other evidence of payment are produced, or for which he may 
not be able to produce vouchers or other evidences of payment, have 
actually been paid and disbursed by him as charged. 
Sworn before me this 

day of 190 

COMMENTS ON THE ACCOUNT. 


Turning to the above form of account submitted, you will 
notice certain numbers in the left hand margin. We will follow 
the paragraphs so numbered for a moment with brief comments. 

The title of the account may read “ First Judicial Settlement ” 
or the “ Second Judicial Settlement ” as the facts of the case may 
indicate and where it is an “ Intermediate ” Account it should be 
so stated. If there be more than one executor, the name of each 
should be given, and if the executor be also a trustee it should 
read “as Executor of and Trustee under the last Will and Testa- 
ment.” Where the account is rendered by an Administrator in- 
stead of an Executor write “ Administrator of the goods, chattels 
and credits of” or plainly state such other relationship as the 
accounting party may occupy towards the estate. 
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The office of the accounting party should be correctly stated 
here. And if the account is not brought down to date add after the 
word deceased “to and including the day of eg 

Or “letters of administration upon the goods, chattels and 
credits of said deceased were granted by said Surrogate to me.” 

If no inventory of the personal estate of the deceased has been 
prepared and filed in the office of the Court, such fact should be 
so stated. 

The value of the inventory when filed is the basis of the ac- 
counting and is a charge against the executor or administrator. 
The object of this schedule is to show the amount of “ increase ” 
to the said inventory from having sold property mentioned in the 
inventory at prices exceeding its appraised value. 

This schedule is intended to show the amount realized from 
any new assets which have been discovered or come to the hands 
of the executor or administrator since the taking of the inventory 
and not mentioned therein. 

All items of income accruing subsequent to the death of the 
deceased should be stated separately from the items of personal 
estate mentioned in the inventory or afterward discovered. 

This schedule could be included and made part of Schedule 
“ A.” and is done so by some, but I prefer stating the “ decrease ” 
separate from the “increase.” If there is any article or articles 
of personal property mentioned in the inventory lost or perished 
it should be stated here with the cause of such loss, “ for the 
surrogate is to pass on the sufficiency of the excuse offered, 
judicially, that is whether lost or perished without the fault of 
the executor.” 

Funeral charges and testamentary expenses are sometimes 
included in the schedule of debts and claims against the estate, but 
I think improperly so, as it is held that funeral expenses are to 
be treated not as a debt of the estate, but as a charge upon the 
same (59 N. Y., 574). They also have priority over all other 
claims against the estate. 

This notice is intended entirely for the protection of the 
executor or administrator, though its publication is not enjoined 
as an absolute duty. 

This schedule is intended to show only such claims against 
the estate as have been actually paid or settled. The full amount 
of all such claims should be stated and the manner in which the 
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same were paid or settled, whether by full payment or with allow- 
ances and deductions; the names of creditors and time of pay- 
ment should be given; it is also “ material that the character of 
all debts paid should be stated, that is, whether they are judgments 
docketed, etc., or debts of inferior class.” The surrogate has to 
determine whether they have been properly paid and should be 
furnished with all facts and details necessary to their proper 
consideration. 

This is a material fact to be stated as part of the proceedings 
in case all the claims presented have been paid; but if any claims 
have been presented and by the executors disputed or rejected, the 
fact should be stated, “ with the time and manner in which they 
were rejected or disputed ” ; and if any suits have been commenced 
on such disputed or rejected claims this fact must be stated also. 

These facts may be included in Schedule “F.” or “L.” if 
preferred. 

Separate schedules should be made to show the various pay- 
ments to the widow of the deceased, legatees and next of kin. 

This schedule includes all items of expense incurred by the 
executor in the care and management of the estate other than 
testamentary expenses which are stated with the funeral charges 
in Schedule “ E.” 

In the inventory the executor is charged with all items of 
personal estate which came into his hands at the time of entering 
upon the duties of his office. And when he comes to render his 
account if any such items of personal property remain in his 
possession unsold or uncollected he should take credit for the 
same at their appraised value, giving full and sufficient reasons 
as to why such have not been sold or collected. The amount of 
this schedule added to the amount of the balance of the account 
as filed, will be the basis of any future account which the executor 
may have to render. 

This schedule should contain the names of all persons who 
are interested in the estate as legatees, next of kin, creditors or 
otherwise. The executor “ must state the ages, condition in life of 
females, of legatees, and next of kin, and if any are minors, the 
fact must be stated and whether they have guardians, and if so 
their names and places of residences and how appointed.” These 
facts are indispensable as enabling the surrogate to determine to 
whom the surplus is to be distributed. 
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17 This schedule should contain a full statement of all “ facts 
which have occurred as part of the proceedings which may affect 
the estate, or the rights of any distributee or his own rights ” and 
which are pertinent and proper to be considered by the surrogate 
in making up his decree other than those included in the previous 
schedules. 

18 The following form of statement for the Summary of Account, 
contains perhaps all that is necessary ; it has the merit of brevity, 
and is more nearly in accord with the form adopted by the surro- 
gate’s office; its brevity, however, necessitates a reference to each 
schedule when a knowledge of their contents is desired. 


I charge myself SUMMARY. 
With amount of Inventory $ 
“ “ “ Schedule “ A.” 
“cc “ Schedule 
“ Schedule “ C.” 
Total Charges $ 


I credit myself 
With Amount of Schedule “D.” $ 
“ “ Schedule “ E.” 
“ Schedule “ F.” 
“ Schedule “ G.” 


Total Credits $ 


Leaving a balance of $ 


Where it is necessary to state the principal and income of the 
estate separately the following form for the Summary of Account 
is required: 

SUMMARY. 
First. As to Principal. 
I charge myself 
With Amount of Inventory $ 
“ Schedule “ A.” 
“ “ “ Schedule “ B.” 


Total Charges $ 
I credit myself 


With Amount of Schedule“ D.” $ 
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With Amount of Schedule “ E.” $ 
Schedule “ F.” 
“ Schedule “ G.” 
Total Credits 


Leaving balance of Principal 


Second. As to Income. 
I charge myself 
With Amount of Schedule “ C.” 
I credit myself 
With Amount of Schedule “ H.” 
Leaving balance of Income 


Balance of Principal 
consists of Cash 


Balance of Income 
consists of Cash $ 


The account should set forth the exact condition of the 
balances remaining for distribution, showing to what extent the 
assets consist of cash and the character and degree of availability 
of such as do not. 

Each separate schedule should be dated and signed by the 
executor or administrator. 

To each account filed with the surrogate must be appended the 
affidavit of the accounting party. 

The rendering of an account to the surrogate by an executor 
or administrator, and the settlement of that account after it has 
been rendered, are separate and distinct proceedings. 

Gentlemen, I here leave the subject in your hands, simply re- 
marking that in my judgment we have only superficially touched 
on the matter of the “ Contents and Form of Executor’s Account.” 
What is of the greatest importance is the nature of the items of 
receipts and expenditures naturally falling under the head of the 
respective schedules of the account, the law relating to the same, 
and as to whether they should be classed as principal or income 
of the estate. 
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EDITORIAL. 
The Symposium on Accountancy Education. 


In this number THE JourRNAL presents a symposium on the 
question, “ What Shall Be Done To Put Education for Account- 
ancy on a Professional Basis?” We believe that every broad- 
minded accountant in the United States should take a vital, per- 
sonal interest in the problem, and should make it his business to 
read every word of the discussion. On the right solution of this 
question depend in large measure his own standing as a profes- 
sional man and the value of his hard-won position as a public 
accountant. A high standard of admission and a proper profes- 
sional training for accountancy go hand in hand; and both are 
essential to success in securing a permanent place for the calling 
in the little group of recognized professions. 

The symposium is the outgrowth of a dinner given by Mr. E. 
W. Sells last December, at which the accounting faculty of the 
New York University School of Commerce, Accounts and Finance 
and a number of leading accountants in and near New York City 
were present. The discussion of present educational methods 
and purposes, which followed the dinner, was frank and stimu- 
lating. Probably every one present came away with a clearer 
understanding of the nature and difficulties of the problem. Sev- 
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eral of the contributions to the symposium are revisions of remarks 
made at this dinner, and the editors of THE JouRNAL trust that 
they will prove as interesting and profitable in their present as 
in their original form. Additional articles by gentlemen who 
were not present at the dinner increase the variety of experience 
and opinions. 

The nine contributors are fairly well scattered over the coun- 
try. Three are from Pennsylvania, three from New York, one 
from Massachusetts, one from Illinois and one from Colorado. 
THE JoURNAL would be glad to hear from more of the Western 
accountants, for the question is just as important in that section 
as in the East. “ 

Using another basis of classification, of the nine contributors 
five are practicing accountants and three are university professors. 
Dr. Cleveland’s breadth of experience entitles him to a place in 
both groups. The symposium, then, represents a wide range of 
territory and of interests. 

Considering this diversity, the unanimity of opinion on some 
points is significant. Every contributor, without exception, either 
in so many words or by inference, demands a higher standard of 
admission. Further, there seems to be general agreement on the 
proposition that this higher standard is to be secured, not by mak- 
ing the present C. P. A. examinations more difficult, but by widen- 
ing their scope. The university men are especially strong on this 
point. Dean Kinley believes that the prospective accountant’s 
course of study should cover more commercial law, general eco- 
nomics, private economic organization, money and banking, credit, 
exchange, public finance, taxation and corporation management. 
Dr. Cleveland includes in his projected course of study almost all 
these subjects and considerable engineering in addition. Dr. 
Meade gives practically the same list of subjects as Dean Kinley. 
Dean Johnson says: “ An expert knowledge of business as well 
as an expert knowledge of accounts is essential. . . . Above 
all things he needs a thorough grounding in the science of busi- 
ness, that science which for two centuries has been called Political 
Economy.” The university men, except Dr. Cleveland, are out- 
siders in a sense; but they are all in close touch with accounting 
work, and they represent the three universities which have done 
most for accountancy education. Their views are worth careful 
consideration. Among the accountants Mr. Chase and Mr. Ster- 
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rett emphatically endorse the movement for a broader education. 
Probably Mr. Sells, Mr. Miller and Mr. Carlson, though they have 
not expressed themselves on this particular point, would take the 
same attitude. 

Dean Kinley throws out a suggestion that practitioners be 
graded into, say, three classes, accountants, expert accountants 
and certified public accountants, with corresponding examinations 
for each class. Mr. Sterrett and Dr. Meade advocate a modifica- 
tion of the same plan, namely, the establishment of two examina- 
tions, one preliminary and one final. This idea has already been 
put into effect in the new circular of the Pennsylvania State Board 
of Examiners reprinted on another page. Its practical workings 
will be watched with interest. 

The editors of THE JouRNAL hope that one result of the sym- 
posium will be to stimulate a discussion of the present C. P. A. 
requirements. We submit that progressive opinion among ac- 
countants and educators favors broader and more searching 
examinations and longer study in preparation for the profession, 
and that this opinion ought to lead to action. If any reader of 
THE JOURNAL dissents from this conclusion or has any additional 
suggestions to offer, a statement of his views will be welcome. 


Pennsylvania C. P. A. Examinations. 

The Pennsylvania State Board of Examiners of Public Ac- 
countants has published a circular of information for the benefit 
of men preparing for the C. P. A. examinations in that State. 
It contains new rules for 1907. This is the most complete and 
illuminating circular of advice which any state board has thus 
far issued, and on that account we have deemed it worthy of re- 
production in this issue of THE JourRNAL, hoping that the exam- 
ining boards of other states will scrutinize it carefully and adopt 
its meritorious features. 

The Pennsylvania rules provide for two examinations, a 
preliminary and a final. In addition to the preliminary examin- 
ation the Board requires evidence that the applicant has a general 
education equivalent to that given by a public high school course 
of recognized standing. Candidates who cannot offer this evi- 
dence must pass a preliminary examination in high school subjects, 
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in bookkeeping and in the history of accountancy. The applicant 
must then register in the office of a certified public accountant and 
make preparation for the final examination either by private study, 
under the guidance of his employer, or in a recognized school 
of accountancy. Two years from the date of this registration, 
on presentation of satisfactory credentials from his employer, 
or from a school of accountancy, the applicant becomes a legiti- 
mate candidate for the final examination, which covers commercial 
law and general accountancy. 

Under commercial law the circular describes in considerable 
detail the subjects of which the applicant must have a mastery. 
We note with satisfaction that these subjects include much more 
than a technical knowledge of the law. Under corporations, 
for instance, the circular states that the student is expected to 
be familiar with the history of the development of corporations, 
and have a thorough knowledge of the several kinds of corpo- 
rations, the purposes for which they may be created, and the 
fundamental rules of law pertaining to their organization and 
incoporation, their powers, their management and their dissolu- 
tion, and the rights and obligations of their stockholders. This 
means that the student must do more than examine text-books 
upon the law of corporations. He must be familiar as well 
with the financing and re-organization of corporations. A stu- 
dent must also have more than a general knowledge of bank 
accounting. He must know the National Bank Act and the 
laws in Pennsylvania with regard to State and savings banks 
and trust companies. All this information is only what the 
certified public accountant should possess, and the Pennsylvania 
Board of Examiners deserve the gratitude of the profession for 
having explicitly stated that henceforth their examinations in 
commercial law will demand of the student a thorough and 
profound knowledge of commercial and financial institutions. 

We note with pleasure that the Board of Examiners, under 
the head of general accounting have included much more than 
bookkeeping. A man who has merely a genius for the solution 
of puzzles will not be able to pass the Pennsylvania examinations 
if the examiners set their questions in accordance with the pro- 
visions of this circular. Under accounting, for instance, we find 
such subjects as the following included: Principles of Insurance, 
Foreign Exchange, Clearing Houses, the Organization and Ad- 
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ministration of Insurance Companies, Factories, and Transpor- 
tation Companies. In fact, a man cannot pass these examinations 
in general accounting unless he has made a comprehensive study 
of business organization and administration. 

It is to be hoped that the Pennsylvania examiners will live up 
to the rules which they have laid down in this circular. It is an 
official recognition of the fact that the profession of accountancy 
is based upon the Science of Business, and that bookkeeping is 
merely the convenient tool of its application. 


An admirer of Mr. Whitmore’s articles on Cost Accounting takes us to 
task for publishing an adverse criticism in the December number. He 
calls this criticism an “outrageous attack on Mr. Whitmore.” We feel 
quite sure that Mr. Whitmore does not consider himself attacked; on the 
contrary, we have no doubt he is glad to have his views submitted to the 
test of discussion. As for Mr. Whimore’s articles on Cost Accounting, 
Tue JourNat is satisfied to let them stand on their merits, and they have 
plenty to stand on. Every contributor to THe JourNnat is liable to be 
criticised. Any accountant who has views not in accord with those ex- 
pressed in THe JourNat, if he can express them intelligently, will be 
welcome as a contributor. It is the business of THE JourNaL to bring 
to light every side of the question wherever differences of opinion are 
possible. 


An effort will be made during the present session of the General 
Assembly of the State of Illinois to secure the enactment of a law pro- 
viding that State banking examiners must possess the qualifications of 
certified public accountants. It is not proposed that the examiners shall 
be certified public accountants, but that they shall pass examinations in all 
important respects equivalent to those set by the C. P. A. Board of 
Examiners. It is also proposed to place bank examiners upon a civil ser- 
vice basis, so that neither their appointment nor discharge may be due to 
political reasons. Nothing may come of this measure, but it is a bill which 
deserves the hearty support of the accountancy profession. If the states 
begin to require expert knowledge on the part of bank examiners there 
will be reason to hope for improvement in the institution of national 
bank examiners. 


| 
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Reviews of Corporation Reports. 


Conducted by THOMAS WARNER MITCHELL. 


Corporate control is of three kinds, viz. : (r) the control exercised by the stock- 
holder, (2) the control exercised by the board, (3) the control exercised by the officer. 
The purpose of accounts and reports is to make control intelligent. Do the reports 
rendered to stockholders contain such information as will enable them to exercise in- 
telligent judgment with respect to the fidelity, efficiency and economy of corporate 
trustees and agents? This is the viewpoint of criticism and analysis appearing in this 
department of THE JOURNAL. mr 


The Reports of the Union Pacific Railroad Company. 

The reports of the Union Pacific Railroad Company are of especial 
interest to the general public just now. They belong, in so far as the 
volume of information is concerned, to the most advanced type of Amer- 
ican railroad reports. While it is not the purpose of this article to 
comment upon the recent increase in the dividend on Union Pacific 
common stock, the ability of the company to maintain this higher rate 
of dividend will appear incidentally in the following analysis. 

These reports include the combined operations of the Union Pacific 
Railroad Company proper, the Oregon Short Line and the Oregon Rail- 
way and Navigation Company, representing 5403.55 miles of railway, 
and the water traffic carried on by the last named company. The income 
statement for each year is presented in an admirable form. Prior to 
1906 this consisted of three parts, viz.: first, an income account, showing 
on one side the gross earnings and income from stocks and bonds 
owned, rentals, etc., and on the other the operating expenses, taxes and 
other fixed charges, and exhibiting the net income for the year, available 
for dividends; second, an appropriation of income account, showing the 
purposes for which the net income was used, namely, dividends, better- 
ments and additions, etc., and the surplus income for the year; third, 
the profit and loss (or surplus) account, which showed the unusual 
profits from the sale of securities, lands, etc., or losses in premiums and 
discounts paid on bonds, and also the total surplus to the date of the 
report. 

The report for 1906 presents the income statement in a slightly al- 
tered form, suggestive of the contemplated increase in the common 
stock dividend. The first section is entitled “Income from Transporta- 
tion Operations.” One side includes merely the “gross transportation 
receipts,” while the other exhibits not only the operating expenses and 
fixed charges, but the customary appropriations for dividends as well, 
namely, 4 per cent. on Union Pacific preferred, 6 per cent. on the common 
stock, and 4 per cent. on the Oregon Railway stock outstanding, which 
is very small in amount. The second section is headed “Income other 
than from Transportation Operations.” One side states the income 
received from rentals, interest on bonds owned, and on loan and open 
accounts, and, especially to be noted, dividends on corporate stocks 
owned—the last item amounting to $7,237,916.67 for the year—and in- 
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cludes the dividends upon the large Union Pacific and Oregon Short Line 
holdings of Great Northern, Northern Pacific, Alton, and Southern 
Pacific Company stocks. The other side records the appropriation for 
the additional two per cent. semi-annual dividend on the common stock, 
which was recently declared for the first time. The third, or “Profit and 
Loss” section, is treated the same as before, except that the charges for 
all appropriations for betterments have been transferred to it. This 
rearrangement of the income statement suggests that the Union Pacific 
management wishes to make prominent the fact that the increase in 
the common stock dividend was earned, not by the transportation oper- 
ations of the company, and its large auxiliaries, but on their security 
holdings in other companies. It gives some color to the current rumors 
that the Union Pacific management is about to organize a new holding 
company to which to transfer their holdings in the stock of other 
corporations. 

The growth in the absolute gross earnings, net income, etc., since 1901, 
is portrayed in the accompanying income statement, which has been 
compiled from the annual statements (which are not comparative) of 
the company, and rearranged for the purpose of condensation. The 
stated “surplus from operations for the year” does not include the 
extraordinary profits or expenditures shown in the “ Profit and Loss” 
section, except that an item for “ Dividends on stocks of Great Northern 
Ry. Co. and of Northern Pacific Ry. Co. collected during the year (1905) 
but accruing to the preceding fiscal year, $1,252,988.33,” which was in- 
cluded in the Profit and Loss account for 1905 has been added to the 
“Other Income” for 1904. 

Both gross and net earnings have increased more than 50 per cent. 
since 1901. In view of the fact that the aggregate mileage represented in 
1906 is 140 miles less than that of 1901, this result is remarkable, and 
shows the growing strength of the Union Pacific system; of this more 
anon. A noteworthy feature is the rapid rise, since 1903, in the item of 
“Other Income,” and the sudden increase of nearly $4,000,000 from 1905 
to 1906. The recent dividend on Southern Pacific common accounts for 
$2,250,000 of this. The remainder is due mostly to “ Balance of interest 
on loans and open accounts other than with Auxiliary Companies ;” this 
item was about $577,600 in 1905, as compared with $2,288,000 in 1906, 
which is a large amount, by the way, representing the interest at 5 per 
cent. say, on an average balance through the year in favor of the company 
of nearly $46,000,000. This may be compared with an increase in cur- 
rent assets of over $54,000,000, of which $34,710,000 is a new item called 
“Demand loans,” which, however, is not explained. The reports possess 
the distinct merit of tabulating the securities owned which yield an 
income, showing the amount received from each issue held. Another 
notable feature is that the fixed charges have been decreasing, practically 
since 1902. Finally, as a net result, there comes the increase in the net 
income available for dividends from fourteen and a half millions to 
nearly thirty-two millions of dollars. 

To satisfy the requirements of a good report a railroad company 
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should present, in a form fairly easily comprehensible to the stockholder, 
the data as to maintenance allowances and statistics, betterments, new 
construction and acquisitions of equipment, train and traffic statistics, 
etc.; so that the shareholder need not be compelled to take for granted 
the financial result as exhibited in the income account and balance sheet, 
but may, to a certain extent at least, verify that result. Turning to a 
detailed schedule of operating expenses, the Union Pacific stockholder is 
able to take out the following data as to the allowances made for 
maintenance. 

The maintenance of way per mile is stated in the report. This 
could be verified by dividing the total expenditure for that purpose by 
the average mileage operated during the year. If this be done, the 
results will in each case exceed by a few dollars the average amounts 
stated by the company. The difference is probably due to a difference 
in the method of computation, the company using the mileage operated 
at the end of the year as the divisor. In the case of the repairs and 
renewals per mile run of passenger and freight cars, the quantities first 
stated are given by the company, those in brackets are computed by 
dividing the total number of miles run by the cars into the total ex- 
penditure for maintenance of the item in question, both of which are 
found in the report. The company’s averages, according to its statement, 
include the value of the cars broken up and destroyed during the year. 
In the case of the passenger equipment, the differences between the 
two series of results might be taken to indicate that the value of these 
cars (or the cost of replacing them) had not been charged to maintenance, 
but to capital. With the exception of the year 1906, the cost of mainte- 
nance per mile run of freight cars, as stated in the reports, coincided 
with the results of the computations. 

What do these statistics indicate as to the adequacy of the main- 
tenance expenditures? The expenditure per mile for maintenance of 
way, on the whole, seems to be sufficient. Some companies allow more 
than $2,000 per mile for this purpose, but these are eastern roads, the 
volume of whose traffic, and, therefore, the wear on whose track and 
roadbed, is several times that of the Union Pacific and its western 
extensions. The average maintenance of way allowance for roads west 
of the Mississippi River is about $1,000 per mile; the average for the 
Union Pacific is nearly $1,200. In this connection another fact is to be 
noted, namely, that this high average is due to the rapid increase in 
these expenditures, beginning with the year 1904. The average expendi- 
ture during the earlier years included in the table, and probably during 
the years preceding those of the table, was below the $1,000 mark. 

It is not to be inferred from this that the company did not adequately 
maintain its property before 1904, for in addition to the maintenance 
costs which have been included in the operating expenses, considerable 
expenditures have been made each year for “betterments, acquisitions, 
and equipment,” the cost of which has been charged to the Profit and 
Loss account, i. e., deducted from the stated surplus. Since 1901, at 
least, these have been more than sufficient to compensate any possible 
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deficiency in the amount charged to maintenance accounts, ranging as 
they do, from $1,500,000 in 1901 to nearly $4,500,000 in 1905. We say 
“possible deficiency” because, in justice to the management, it must be 
said that no one but an expert who is familiar with the conditions per- 
taining to the physical property in question can say with absolute as- 
surance that a given expenditure for maintenance is too low, even though 
it does fall below the general average. 

If the amounts charged to the maintenance accounts before 1904 were 
too small for that purpose, however, it is doubtful whether the manage- 
ment could be said to have done its full duty by making up the deficiency 
through a charge against the Profit and Loss account. The latter charge 
implies that the amount involved ($1,500,000 in 1901) was really a sur- 
plus of income left after all necessary provision had been made for 
maintaining the property in its highest standard of efficiency, but was 
appropriated in this way in accordance with a certain financial policy. 
Its tendency would be to give the general public more confidence in the 
company’s system and management than they really deserved. It is to 
be remembered that the observations in this paragraph began with an 
“if.” Similar observations might be made concerning the higher ex- 
penditures for maintenance during the last three years, if they are to 
continue at the higher level. If $1,300 per mile would keep the property 
in good condition, and satisfy all the requirements of competition, while 
the company continues to charge $1,800 to the Maintenance of Way 
account, the net earnings for a year would be understated by more than 
$2,500,000, a fact which would cause the general public’s appreciation of 
the company’s earning power, notwithstanding the great height to which 
that appreciation has now risen, to be less than that which it deserved. 
As a general proposition the advisability cannot be too strongly urged 
upon railroad managers of making their reports, as far as they go, reflect 
the exact truth—charging to maintenance all that the situation re- 
quires, but no more, separating true betterments from mere maintenance 
expenditures. 

Passing to two of the details of maintenance costs, the company has 
replaced an average of 398 ties per mile per annum. An allowance of 
seven years as the life of a tie, would indicate about 400 ties per mile 
as the average requirement; but the general practice among railroads 
is nearer 300 ties per mile of road. During the same six years the 
company has relaid an average of 359 miles of new rails per annum, or 
a trifle less than one-fifteenth part of the entire track. This implies that 
the average life of a steel rail is a fraction more than fifteen years. In 
view of the fact that some of the stronger western companies relay even 
a smaller proportion of their track, this is probably adequate. The 
management is to be commended for its good showing in the maintenance 
of way expenditures. 

The allowances for repairs and renewals of locomotives are large, 
compared with those made by other companies. The general run of 
allowances for repairs and renewals of locomotives per mile run fluctuate 
closely around 7 cents, while Union Pacific has allowed an average of 
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about 9.8 cents per mile run. The explanation of this is that the Union 
Pacific has been replacing its locomotives as they are worn out with 
heavier, more powerful, and more costly locomotives, charging prac- 
tically all of the cost to maintenance. Since 1902 the number of locomo- 
tives owned has increased by 94, or 12 per cent., while their total weight 
has increased 30 per cent.; the average weight per locomotive has 
increased from 66.20 tons to 77.28 tons. Another possible explanation 
of the higher maintenance costs per mile run is the alkaline character 
of the water used on a large part of the company’s lines, water which 
probably uses up a boiler more quickly than the general average. The 
average cost of repairs and renewals per locomotive per annum likewise 
is large, nearly $3,350, as compared with about $2,250 as a general average 
allowed by other companies. 

The statistics of repairs and renewals of passenger equipment present 
a peculiar situation. If the company’s statement is accurate, it has ex- 
pended, during the last five years, an average of 1% cents per mile run 
for this purpose, whereas the schedule of operating expenses accounts for 
an expenditure of only 89 mills. The latter amount corresponds to the 
general average allowed by other roads, of about 9 mills per mile run, 
while the former considerably exceeds it. The company’s statement of 
the average cost per car per annum, about $939, is also large, compared 
with the general average of about $680. This difference might be due 
to the higher cost per car mile for repairs and renewals, if the company’s 
statements as to these charges are accurate (but the company’s state- 
ments as to the average cost per car per annum are not borne out in 
the computations), or to the fact, if such be the fact, that the Union 
Pacific gets a greater use out of each passenger car, that is, runs it 
further during the year. 

Five to six mills per mile run is the general range of the cost of 
maintaining the freight equipment, with an average of 5.5 mills. The 
Union Pacific’s expenditures for this purpose before 1905 seem low, 
while those for the last two years would be high did they not merely 
compensate the previous low allowances. The average is about 5 mills, 
the lower limit. The average cost of maintenance per freight car, how- 
ever, namely, $69, before 1905, and $106 since, is high, compared with 
the allowance of about $60 made in general practice. This, again, 
might be due to a greater utilization of the car. The increase in the 
cost of maintenance per car-mile, and per car per annum, during the 
last two years, correspond. 

Turning to the balance sheet, the first point which merits attention 
is the relation between the floating debt and the provision for its pay- 
ment. The current and “ deferred” liabilities together amounted to nearly 
$22,400,000, of which $20,400,000 was “current,” that is, was payable at 
once. The current assets amounted to over $71,800,000, of which nearly 
$21,260,000 consisted of cash. The cash on hand was more than sufficient 
to meet the current liabilities. Of the remaining current assets, $34,710,- 
000 were represented in an item “Demand Loans,” referred to above. 
This item, of which no explanation is given, is unusual in a railroad 


244 


| 
a. 
rs 
i 
j 
. 


Corporation Reports. 


balance sheet. While railroad companies pile up large amounts of assets 
in the form of balances of accounts due them, and frequently advance 
funds to subsidiary companies, it is unusual for them to lend money to 
eutside companies or persons, especially on demand paper. 

The Union Pacific System’s balance sheet is in many respects a 
model document. Both assets and liabilities are classified into “ capital,” 
“current,” “deferred,” and “contingent.” It is accompanied by a classi- 
fied statement of receipts and disbursements for the year, which accounts 
for all the changes in the balance sheet. It is also accompanied by 
schedules, showing a detailed list of the stocks and bonds of other 
companies which are owned by members of the system, the funded debt, 
details of the expenditures for betterments and improvements, and sta- 
tistics of locomotive, passenger and freight equipment, showing the 
number of each kind of rolling stock on hand and the changes during 
the year; also the weights of the locomotives and the capacity of the 
cars. 

There are several changes in the balance sheet, the explanation of 
which does not appear on the surface. For instance, the item of “ Stocks 
and Bonds Owned,” a capital asset, stood in the 1905 balance sheet at 
$150,275,326.24, and in the explanatory table at $214,195,930.35. This 
difference is probably to be explained by the difference between the 
book value and the par value of the securities. Similarly in the 1906 
balance sheet this item stood at $096,781,806.06, and in the explanatory 
table at $187,610,200, a decrease of $62,493,520.18 in the balance sheet, 
but of only $26,585,730.35 in the explanatory table. The latter decrease 
has been due mostly to the sale of over $26,000,000 par value of the 
Great Northern, Northern Pacific, and Northern Securities stocks held 
by the Union Pacific and its auxiliaries. The high cost value of some of 
this stock may account for the larger part of this difference between its 
par and book values. In most cases in which a detailed list is given of 
stocks and bonds owned, both the par and book values of the securities 
are detailed. It is suggested that the Union Pacific might add to the 
excellence of its reports by observing the same practice, 

Another change of importance from the standpoint of size is that 
entitled “ Advances for the Construction and Acquisition of New Lines,” 
which has increased nearly $17,000,000 during the last fiscal year. This 
is one item in a net increase of $17,541,755.88 in the “ Deferred Assets,” 
which amount altogether to $51,172,090.42. The only explanation offered 
by the report is as follows: “This sum [the last named] is represented in 
payments of $17,300,000 [which represents a decrease of $3,100,000 over 
last year] made for account of the San Pedro, Los Angeles and Salt 
Lake R.R. Co., in the purchase of important terminal properties, in about 
488 miles of completed main track, 108 locomotives, 24 passenger train 
ears, 3410 freight train cars, and in the steamships ‘Mongolia’ and 
‘Manchuria.”’” By the method of exclusion, since the other purposes 
mentioned apply directly to other items among the “ Deferred Assets,” 
the purchase of terminal properties and the building or acquisition of 
about 147 miles out of the 488 miles of main track, are left to explain the 
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above mentioned seventeen million dollar increase. Since the cost of 
the terminals is not stated separately, the cost per mile of the new lines 
cannot be ascertained. 

All of these “advances” are termed in the report “free assets,” 
i. ¢, they are not classified among the “capital assets;” neither has 
their cost been charged directly or indirectly against the Income or 
Profit and Loss account. No doubt they will be made the basis, later, 
of new bond or stock issues, from the sale of which the company's 
treasury will be “reimbursed.” It is to be noticed in this connection that 
the equipment thus added during the year, and included among the 
“free assets,” cost $3,401,120.76, as compared with $318,261.56, repre- 
senting equipment purchased and charged to the “ Replacement Fund” 
[that is, indirectly, to operating expenses], while the value of the equip- 
ment sold or destroyed during the year, and credited to “ Replacement 
Fund” was $522,278.95; that is, the company is carrying as “free assets” 
some equipment, the cost of which we should expect to find charged 
to “Replacement Fund.” A possible explanation of this is that the 
equipment included among the “free assets” was purchased for sub- 
sidiary companies, whose lines are being constructed, and the title to 
which is not vested in the Union Pacific or its auxiliaries; while the 
Union Pacific has not yet replaced all of its own equipment which had 
been used up. 

Turning from the balance sheet to traffic statistics, the data in the table 
called “Comparative Traffic Statistics” indicate the utilization of the 
equipment : 

As indicated in the distances traveled by each unit of the locomotive, 
passenger, and freight equipment, the Union Pacific is getting a fuller 
use of all of its equipment, especially within the last two years. The 
distance covered by each freight car during the year has been steadily 
increasing since 1902. The freight trains, however, are little longer 
than formerly. The average load per loaded car has increased one- 
tenth since 1902, testifying to the acquisition of larger cars; while the 
average load per car-mile (loaded and empty together) has increased 
nearly 15 per cent. since 1904, testifying to a larger proportion of loaded 
to total car mileage. During the last five years, further, the average 
load per freight train, already large for western railroads, has increased 
nearly 25 per cent., which tells again of the increased capacity of freight 
cars and smaller proportion of empty car mileage, as well as of the 
greater tractive power of the engines. 

The statistics on another page of the growth of traffic and earnings per 
mile of road operated will give a final indication of the trend of Union 
Pacific finances and a justification of the increase in dividend payments. 

The enormous growth in the volume of traffic is shown in the second 
and third columns. Both the freight and passenger traffic have increased 
over 60 per cent. during the last five years, while the gross earnings per 
mile have increased nearly 50 per cent. Union Pacific operates its lines 
at a very low expense, proportionate to gross earnings, namely, about 
53 per cent. The growing importance of “Other Income” as a source 
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of income available for the payment of fixed charges and dividends is 
again shown in column six of the above table. In 1902 “Other Income” 
represented about 16 per cent. of the total “Gross Income;” in 1906 it 
was 27 per cent., amounting to $2,115 per mile of road in the Union 
Pacific system. The fixed charges per mile (and total fixed charges as 
well) have decreased about 17 per cent. since 1902, and nearly 25 per cent. 
since 1904, due to the conversion of a large amount of bonds into stock, 
during the last two years. Thus, not only has the net income available 
for the payment of dividends been increasing because of the growing 
traffic of the system, but because the fixed charges have been decreasing, 
and because of the system’s large investments in the income yielding 
securities of other companies. Thus the Union Pacific stockholder’s 
position has been doubly strengthened. 

In conclusion, we may reiterate what was intimated at the outset of 
this review, namely, that the reports of the Union Pacific are among the 
best that are published. From the standpoint of the stockholder these 
reports might be improved somewhat by the insertion of clear explan- 
ations of certain important items in the balance sheet, such as the large 
loan item, or the change in the value of securities of other corporations 
which are owned; but aside from these points they contain a wealth of 
information which will enable the stockholder to form a fairly accurate 
idea of the real condition of the company’s finances. 
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The Pennsylvania State Board of Examiners of Public 
Accountants has issued a circular of information, in effect from 
January 1, 1907, governing future applications for C. P. A. 
certificates. The circular is reprinted in full below: 


GENERAL INFORMATION. 


Certificates are granted under the authority of a law enacted by the 
legislature and approved March 29, 1899. 

The examinations are conducted by a board of five examiners, in the 
months of May and November of each year. Upon the recommendation of 
the board, certificates are issued by the governor to candidates who satis- 
factorily pass the examinations. Certificates may be revoked by the gov- 
ernor for sufficient cause upon the recommendation of the board of 
examiners. 

Applicants must be citizens of the United States residing or having an 
office for the regular transaction of business in the State of Pennsylvania 
and must be over the age of 21 years and of good moral character. 

Any person unlawfully using the title certified public accountant or the 
initials C. P. A. is guilty of a misdemeanor and liable on conviction to a 
fine not exceeding $500. 

All applications for examination must be made on blanks provided by 
the board and no application will be considered unless the fee of $25 re- 
quired by law has been paid. 

All applications must be filed with the board at least thirty days before 
the date fixed for any examination. 

An average grade in each subject of at least 70 points out of a possible 
100 points will be necessary to pass any examination. 

In the event of an applicant failing to pass the final examination no 
application for a re-examination will be entertained for a period of one 
year. The same fee will be charged for a re-examination as for the first 
examination. 

EXAMINATIONS. 


Candidates are subject to two examinations, known respectively as the 
‘preliminary and final. 


PRELIMINARY EXAMINATION. 


This is intended as a test of the candidates’ general fitness for the study 
of accountancy. A general education, equivalent to a public high school 
course of recognized high standing is required, and any candidate not pre- 
senting proper credentials in respect to his having this preliminary edu- 
cation must pass an examination in the subjects found in a high school 
curriculum. 
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It is especially desirable that applicants shall be thoroughly familiar 
with elementary mathematics at least to the extent of a ready use of simple 
equations and logarithms. 

Candidates should also be prepared to pass a satisfactory examination 
in the following subjects: 


History or ACCOUNTANCY. 


This will include the history of bookkeeping with reference to its form 
and use in ancient times; origin of double entry bookkeeping, and its 
gradual development down to the present time. The rise of accountancy, 
its growth and history in Scotland, England, United States and other 
countries, with special reference to professional legislation. 

Students should study Brown’s “ History of Accounting and Account- 
ants,” the “Proceedings of the Congress of Accountants,” and other 
current books and papers bearing upon this subject. 


ELEMENTARY PRINCIPLES OF ACCOUNTS. 


Theory and general outline of accounts as defined in standard text- 
books. Meaning, form and use of the trial balance. The balance sheet; 
its meaning and underlying principles of the more simple balance sheets as 
defined in the recognized text-books. 

There are a number of good text-books treating upon this subject; 
among them are: 

Bogle’s “Comprehensive Bookkeeping,” “Modern Illustrative Course 
in Bookkeeping,” Williams and Rogers’ “Complete Bookkeeping,’ and 
Goodwin's “Improved Bookkeeping and Business Manual.” 

A candidate satisfactorily passing the preliminary examination is re- 
quired to then register with the board as a student in accounting (a) in 
the office of a certified public accountant, and devoting his time to the 
study and practice of accountancy; or (b) in the office of a certified public 
accountant, and as a student in a recognized school of accountancy. 


FINAL EXAMINATION. 


Before taking the final examination a registered student of class (a) 
must file with the board a certificate from the certified public accountant 
in whose office he is registered, stating that he has spent not less than an 
average of thirty (30) hours per week during not less than forty-five (45) 
weeks during each of the two years last past in bona fide accounting work 
or study in his office, and is in the judgment of his preceptor prepared to 
practice accountancy in a creditable manner. The student of class (6) 
shall file with the board a certificate from the certified public accountant 
in whose office he is registered, stating that he has satisfactorily performed 
the duties required under his registration, and is in the judgment of his 
preceptor prepared to practice accountancy in a creditable manner. He 
shall also exhibit to the board a certificate or diploma from the school of 
accountancy in which he has been pursuing his studies, setting forth that he 
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has satisfactorily performed the work and passed the examinations re- 
quired in a course of not less than eight (8) hours per week during three 
school years of at least thirty-six (36) weeks each. 

The final examination can be taken only after the candidate has been 
registered, as provided above, for not less than two years, except that in 
the case of an applicant who at the time of filing his application, 

(1) is in practice on his own account as a public accountant for a 
period of not less than three years and who is over 30 years of age, or 

(2) has been regularly employed as an assistant in the office of a certi- 
fied public accountant for a period of one year prior to January 1, 1907, or 

(3) has been registered as a student in the Evening School of Accounts 
and Finance of the University of Pennsylvania for one year prior to 
January 1, 1907, 
the board may in its discretion waive the requirement as to registration 
and admit the candidate to the final examination. 

The subjects covered by the final examination are grouped under two 
heads, 4. e., Commercial Law and General Accounting. 


COMMERCIAL LAW. 


The student should be well grounded in the branches of law that relate 
to the work usually undertaken by a public accountant, and as indicated 
below. 

Reat Estate AND PERSONAL Property. 

The student is expected to be familiar with the history of the growth 
of the existing distinction between real and personal property; to be able 
to assign to their proper class any specified property rights; and to have a 
thorough knowledge of the principal rules of law and of equity now in 
force in governing the acquisition, enjoyment, transfer, and devolution of 
property of each class as contained in the best standard text-books. He 
must also be familiar with the statutes of Pennsylvania relating to property 
of either class. 

Decepents’ Estates. 

The student is expected to be familiar with the history of the law of 
England in relation to the devolution and administration of the estates, 
both real and personal, of deceased persons, and to have a thorough 
knowledge of the leading principles of law relating to wills and to ex- 
ecutors and administrators as found in standard text-books on these 
subjects. He must also carefully examine and digest the Pennsylvania 
statutes, together with the leading decisions thereon relating to wills; 
intestacy ; the rights of creditors against the estates, both real and personal, 
of decedents, and the jurisdiction and powers of the Orphans’ Court. 


LANDLORD AND TENANT. 

The student is expected to have a thorough knowledge of the leading 
principles of the law of landlord and tenant as contained in the standard 
text-books, and to be familiar with the Pennsylvania statutes relating to 
landlord and tenant. 
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ConTRACTs. 

Under this head are comprehended contracts of every kind including 
negotiable instruments ; agency; bailments; sales of personal property; and 
insurance. The student is expected to have a thorough knowledge of the 
leading principles of law as found in the standard text-books and the more 
important cases therein cited pertaining either to contracts generally or to 
any of the subdivisions of the subject above enumerated. He must alse 
be familiar with the Pennsylvania statute relating to negotiable 
instruments. 

PARTNERSHIP. 


The student is expected to be familiar with the history of the law of 
partnership and to have a thorough knowledge of the leading principles 
of that law as contained in the standard text-books on the subject, and the 
more important cases referred to therein. He must, also, be familiar with 
the statutes of Pennsylvania relating to limited partnerships; partnership 
associations; partnerships under the act of May 9, 1899; and the leading 
decisions of the courts interpreting the same. 


CorPORATIONS. 


The student is expected to be familiar with the history of the develop- 
ment of corporations and corporation law in the United States; and to have 
a thorough knowledge of the several kinds of corporations, the purposes 
for which they may be created, and the fundamental rules of law pertain- 
ing to their organization and incorporation, their powers, their manage- 
ment, their dissolution, and the rights and obligations of their stock- 
holders, or members, and their creditors, such as may be obtained from a 
careful study of the standard text-books on private and municipal cor- 
porations and an examination of the more important cases therein referred 
to. The student must also be familiar with the Pennsylvania “ Corporation 
Act of 1874,” and the supplements thereto, and have a general knowledge 
of the scope of the legislation of the state in respect to corporations both 
domestic and foreign. 

BANKING. 


The student is expected to be familiar with the laws relating to the 
National Banking System, the laws of Pennsylvania relating to State and 
savings banks, and to trust companies. 


The student is expected to have a knowledge of the principal rules of 
legal evidence as contained in the standard text-books, and of the Pennsyl- 
vania statutes relating to the competency of witnesses and the admissibility 
of evidence. 

CRIMES. 

The student is expected to have such a knowledge of the law relating 
to frauds or other crimes arising out of business relations as can be 
obtained from a careful study of standard text-books on the subject. 
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GENERAL ACCOUNTING. 


The applicant will be expected to have a thorough knowledge of the 
theory and application of accounts, the various forms of business organiza- 
tions and the methods of administration under which they are conducted, 
and to be prepared to examine and report upon all matters relating to 
accounts or accounting practice. 

The subjects upon which the examination in general accounting is 
based are as follows: 


BANKING. 
(1) National Banking System. 
fa State Banks in Pennsylvania. 


(3) Savings Banks and Building and Loan Associations in Pennsyl- 
vania. 


(4) Trust Companies in Pennsylvania. 
(5) Private Bankers and Brokers. 


(6) Foreign Exchange. 
Cheating Houses. Bank, 
Stock and Bond. 

( Accounting Organization and Administration. 

(b) Nature of accounts in each and the distinctions between 
the accounts of the different classes of banking insti- 
tutions. 

(c) Nature of Bank audits and method of procedure in each 
of 1 to 6, inclusive. 


INSURANCE. 
Life, Princi ples of Insurance. 
Fire, Organization of (1) Mutual Companies, (2) Stock 
Marine, mpanies. 
Accident, Aesoumiines Organization and Administration. 
Fidelit Reserves 
and ot Income Accounts. 
forms of Balance Sheets. 
Insurance. | Audits. 


MANUFACTURING. 
fr Accounting Organization and Administration of Factories. 
(2) Financial Accounts of Factories. 
(3) Manufacturing Costs. 
(4) Audits. 
MINING. 
(1) Accounting Organization and Administration of a Mining Com- 


Mi Accounts of Mining Companies. 
4 


SELLING. 
(1) Accounting ization and Administration of 
(a) Wholesale. } Manufacturers. 


Distributers. 
(b) Retail. 
(2) Financial Accounts of Selling Organizations. 
(3) Stock and Cost Records. 
(4) Audits. 


| 
Bond. 
Note. 
| 
| 
| 
| 
| 
| 
253 
| 


The Journal of Accountancy. 


TRANSPORTATION. 


Accounting Organization and Ad 


ministration. 
3 Railroads. Capital Accounts. 
Street Railways. and 


3) Water Teanaportation. Operating Accounts. 
Balance Sheets. 
Audits. 


Pusiic UTILITIES... 
) Accounting Organization and 
3 Gas. Capital Accounts. 


Electric Light. + Revenue and 
Telephone and Telegraph. Operating Accounts. 
Balance Sheets. 

Audits. 


GOVERNMENTAL. 
&) R The distinction between public and private accounts. 
( 
( 
( 


2) Revenue and Expenditure. 


Appropriations. 
35 Funds. special and general. 
5) Balance Sheets. 
6) Audits. 


LEGAL. 


(1) Decedents’ Estates. 
(2) Bankrupt Estates. 1 


Including the requirements as to the form and manner of stating ac- 
counts for the Orphans’ and other courts and the application of accounting 
principles in relation to these special requirements. 


New York Society of Accountants and Bookeepers. 


Arrangements have been made whereby the meetings of this society 
and of its executive board will be held in parlor D.R. of the Fifth Avenue 
Hotel. Something will be going on there every Tuesday evening. An 
advisory committee has been appointed for the purpose of aiding any 
member in need of information regarding his business and members of 
the committee will be at the lecture room whenever meetings are held. 

The second Tuesday evening in January was devoted to a lecture 
delivered by Mr. Thomas Conyngton of the New York bar, who took for 
his subject “ Financing a Business Enterprise.” His address was thor- 
oughly able and practical and while a great deal of technical information 
was imparted to the members it was given in language readily under- 
stood by those least familiar with his subject. 

The seventh annual dinner of the society will be held at the restaurant 
“Moquin,” 20 Ann Street, New York, on Saturday evening, February 
16th, at 8 p. m. sharp. The dinner committee consists of Messrs. J. S. 
Bronson, Jr., Fred. H. Lancaster, and Allan Mackrell. Tickets can be 
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obtained from Mr. J. S. Bronson, Jr., 817 Broadway, New York City, and 
will be on sale at the next two meetings of the society. 

At the meeting to be held Tuesday, January 22d, Mr. M. J. House 
will present “A Few Short Cuts in Every-Day Figures,” and after that a 
number of important problems which appear on the admission card will 
be discussed. All members are earnestly requested to be present. 


The Institute of Accounts. 


The regular monthly meeting of the Institute was held at the Fifth 
Avenue Hotel, Tuesday evening, January 15th. No address was given, 
the time of the meeting being fully occupied by the discussion of a num- 
ber of problems of especial interest. The members took part in the 
discussions and an enjoyable and most profitable meeting resulted. This 
meeting was a closed one, members only being admitted. The next meet- 
ing will be held at the same place, Friday evening, February 15th. All 
members are earnestly requested to attend. 


Firm Announcements. 


Mr. C. V. Rowe, C. P. A. of San Francisco, Cal, has removed 
his offices to 502 Kohl Building, in that city. 

Mr. Walter Mucklow, C. P. A., of Jacksonville, Fla. has removed 
his office from 315 W. Forsyth Street to the Mutual Life Building, Rooms 
46, 47 and 48. 

Mr. W. W. Barrow, Public Accountant and Auditor, of Richmond, Va., 
has removed his office from 1018 E. Carey Street to 832 East Main Street. 

Mr. James P. McGregor, C. P. A. (Ills. and C. A. of Aberdeen, Scot- 


land), and Mr. William Arthur Chase, LL. B., C. P. A. (Ills.), announce. 


that they have entered into partnership under the firm name of “ Mc- 
Gregor, Chase & Company,” with offices at 834 First National Bank 
Building, Chicago, Ills. 

Lester, Herrick and Herrick, Certified Public Accountants, have opened 
a new office in Los Angeles, Cal., with Mr. Reynold E. Blight as local 


manager. 
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CREDIT AND ITS USES. By William A. Prendergast. D. Appleton & Co, 

New York. 1906. Pp. Price $1.50. 

Credit may be discussed from two quite distinct standpoints ; first, the 
economist regards it as a characteristic of modern industrial life, which 
ought to be well understood in all its various forms; second, the business 
man looks at it as an essential feature of his private business and wants 
to know where and how he may get credit and where and how he may 
safely grant it. Almost any text-book on economics will give a reasonably 
clear statement of the general form and functions of credit. Exact in- 
formation about the methods employed in practice by business men in 
handling credits, however, is very hard to obtain. A book which gives 
such information deserves a hearty welcome. 

Mr. Prendergast deals with his subject under the five following heads: 

Part I—Credit: Its Function and Organization. 

Part Il—Primary Divisions of Credit. 

Part III.—The Credit Department and Sources of Credit Information. 

Part IV.—Credit Office Administration. 

Part V.—General Questions. 

Parts I. and II. discuss credit from the economist’s standpoint. The 
views presented are merely restatements—not always clear or accurate-— 
of the opinions of economic writers of the last generation. There is noth- 
ing of much value in these sections of Mr. Prendergast’s book and nothing 
essential to his later treatment of credit men’s work. 

Parts IIL, 1V. and V., however, are interesting and useful. The 
author describes the various sources from which information as to the 
standing of business concerns may be obtained and discusses the value of 
attorneys’ reports, inquiry forms, salesmen’s investigations, and the like. 
Under “Credit Office Administration” he makes many valuable sugges- 
tions as to the use of credit lines, the analysis of credits, the handling of 
collections, and so on. In the final section he presents a clear summary 
of the bankruptcy laws, criticises forcibly schemes for credit insurance and 
makes a plea for systematic codperation among merchants and banks for 
safeguarding credits. 

Mr. Prendergast barely touches upon two qualifications of credit men, 
which are of great and growing importance, namely, a thorough under- 
standing of accountancy and familiarity with general industrial and finan- 
cial conditions. He does, to be sure, suggest the advisability of insisting 
upon audits of the books of applicants for credit by public accountants. 
But in many cases, especially with country merchants, such an audit is 
not to be had. The examination must be made by the credit man himself 
or his assistants, and to perform that work properly he must be versed in 
accountancy. As to the second qualification, it is well-known that a large 
proportion of business failures are due primarily to general economic 
forces. The credit man above all others ought to be able to forecast an 
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approaching crisis or depression and to shorten sail before the storm 
breaks. By so doing he would not only reduce his own percentage of 
losses, but he would exercise the most effective possible influence toward 
making crises less severe. For the benefit of the community at large, as 
well as for their own sake, credit men ought to have a thorough training 
in accountancy and in finance. 

. W. H. L., Jr. 


CLASSIFIED CORPORATION LAWS OF ALL STATES. A Manual of 
Law. By M. U. Overland, of the New York 
Bar. Pp. 458. Price, $3.00. 

It is shred to find a book of only four hundred and fifty pages 
which contains a complete digest of the Business Corporation Laws of 
every state and territory in the Union, together with those of Porto Rico, 
Hawaii and the Philippine Islands, arranged uniformly and alphabetically. 
The laws of each state are presented under a uniform arrangement of 
subjects, so that for every state information on any particular question 
can be found in the same relative position. 

The laws are classified under the following general headings : 
Corporation Laws. 

Taxes and Fees. 

Incorporation. 

Organization. 

Corporate Existence. 

Corporate Powers. 

Capital Stock. 

Stockholders. 

Directors. 

10. Officers. 

11. Principal Office. 

12. Corporate Books. 

13. Reports. 

14. Foreign Corporations. 

15. Combinations and Monopolies. 

These in turn are carefuly subdivided for the purpose of clear ex- 
planation. The subjects are arranged in the order in which investigation 
is made. This permits the essential features of the laws of each state and 
territory to be noted at a glance. The provisions governing foreign 
corporations are given practically in the same order. 

The excellence of the book is best illustrated by a quotation taken at 
random. Opening the book without regard to index we read under the 
first subdivision of the heading, “ Taxes and Fees,” the following: 

“ Organization Expenses. To Secretary of Porto Rico. On filing articles 
of incorporation, 15 cents on each $1,000; minimum fee $25; maximum 
$500 §63; Pol. Code §s9. For issuing certificate of corporate existence $3. 
For recording articles 20 cents per folio. For copies, same fee. For 
affixing certificate and seal of the Island $1. Id.” The book consists of 
facts concise, clear and comprehensive. There are no superfluous words 
or sentences. 
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To the lawyer or business man the book should prove a valuable 
reference in the conduct of corporate business among the various states 
and in answering questions which require an examination of the statutes 


of other states. 
ALEXANDER McCLINCHIE. 


NEW YORK CORPORATIONS. A Manual of New York Corporation 
Law. By Richard Compton Harrison, of the New York Bar. N. Y. 
1906. . 430. Price, $3.50. 

The laws and procedure governing business corporations in the State 
of New York are the result of a gradual growth. The common law has 
been modified by statutes and these in turn by the interpretations of judges 
and state officers. The statutes are voluminous, complex and without sys- 
tem. It requires a careful examination of statutes and court decisions to 
determine the law on any particular point. An up-to-date digest is neces- 
sary and many books large and small have been written with this aim. The 
large ones are expensive and soon become antiquated. The small ones 
lack detailed information. 

Mr. Harrison’s manual of corporate organization and corporate man- 
agement for the State of New York strikes a happy mean. It consists of a 
concise digest of the entire laws governing business corporations, a reprint 
of the statutes as amended by the Legislature in 1906 and the forms most 
frequently used in corporate procedure. It is accurate, well-arranged and 
exceptionally convenient for reference in the organization and operation 
of corporations doing business in New York State. 

The forms presented are the best part of the book. They are copies of 
fully completed instruments without any omissions. It is easier to adapt 
for one’s own use from a completed instrument than from one in which 
part is omitted. Lawyers and men engaged in corporate business have 
almost daily occasion to draw up instruments, and Mr. Harrison’s book 
will prove a valuable acquisition for the excellent forms illustrated 


throughout its pages. . 
ALEXANDER McCLINCHIE. 


FINANCING AN ENTERPRISE. By Francis Cooper. Two volumes, 500 
pp. Price $4.00. Either volume separately $2.00. 

Volume I. of this book deals with such topics as the investigation, pro- 
tection and capitalization of enterprises. Volume II. treats of the presenta- 
tion of enterprises to the public through prospectuses, advertising, and so 
on, and of special features of promotion. The publication is described as “a 
manual of information and suggestion for promoters, investors and busi- 
ness men generally”; it is in fact an elementary and somewhat discursive 
treatise on corporation finance in its practical aspects. To the student of 
finance as a branch of economic science or to the well-trained promoter 
the book would not prove of much value. It is well adapted, however, to 
the primary purpose for which it is intended, namely, to inform inex- 
perienced investors and would-be financiers as to the ins and outs of 
speculative promotion. The author has had fifteen years’ experience in the 
legal end of the business and is familiar with the tricks of the trade. 
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News and Notes. 


New York Society. 


Regular monthly meetings are held on the second Monday evening of 
each month, October to June. 


Calendar of Events, 1906-1907. 
1906 


October & Resumption of monthly meetings—Instructions to dele- 
gates of the Society at the Columbus Annual Meeting of the 
American Association of Public Accountants. 

November 12, Reports of Delegates to the Columbus Meeting of the 
American Association, and unanimous ratification by the 
Society. Vote of thanks to the Ohio State Society of 
Public Accountants, which were conveyed in the following 
letter :— 

“December 10, 1906. 
“Mr. J. S. M. Gooproz, C. P. A. 
“ President, Ohio State Society of Public Accountants, 
Columbus, Ohio. 
“Dear Mr. Goodloe :— 

“At the November meeting of the New York State 
Society of Certified Public Accountants the members had 
the pleasure of listening to a number of accounts of the 
very enjoyable entertainment which the members of the 
New York State Society received while at Columbus, and 
it was unanimously resolved that the New York State 
Society of Certified Public Accountants hereby extends to 
the Ohio State Society of Public Accountants, its heartiest 
thanks for the hospitality which was shown continually to 
the members of the New York State Society, during their 
visit at the Columbus Convention. 

“T have the honor to remain, my dear Mr. Goodloe, 

“Very sincerely yours, 
“(Signed) Leon BruMMER, 
“ Secretary.” 

December 10, Address and schedules pertinent thereto by Mr. John R. 
Loomis, C. P. A. Subject: “Contents and Forms of 
Executor’s Accounts.” 

At this meeting the following resolution was unani- 
mously adopted relative to an interchange between State 
Societies of Accountants of addresses or papers on par- 
ticular subjects of general interest to the Accountancy 
profession. 
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“Resolved, The New York State Society of Certified 
Public Accountants favors the distribution to other State 
Societies and to the American Association of Public Ac- 
countants of papers on particular subjects or addresses 
delivered at its meeting on subjects of general interest te 
the accounting profession—and the Secretary of the Society 
is hereby requested to communicate copies of such papers 
and addresses to the Secretaries of the Societies referred 
to, and that he solicit from them an exchange of similar 
courtesies.” 

1907. 

January 14, 8 p. m. at the Waldorf-Astoria Hotel, New York (State 
Apartments), the following subject will be opened for dis- 
cussion by Mr. W. F. Weiss, C. P. A.: “ Principal and In- 
come, and Court decisions thereon, which are of interest 
to the profession of Accountancy.” 

February 11, The Committee on “Lectures and Entertainments” of 
the Society have announced their readiness to present, un- 
less otherwise directed by the Society, the following subject, 
which will be opened by Mr. Thos. B. Dean, C. P. A.: 
“How to conduct an audit of stockbrokers’ accounts.” 

March 11,* 

April 8,* 

May 13, Annual Meeting—Election of officers—Reports, etc. 

June 10,* 

It is gratifying to record that the attendance of mem- 
bers of the Society at these meetings has been excellent 
both as to numbers and representative interests, and it is 
expected that interest will be stimulated through the open 
discussion of subjects of practical importance to the 
profession. 

* Subjects to be announced. 

(Signed) Leon Brummer, 
Secretary. 


Minnesota Society. 

The members of the Minnesota Society have held two or three in- 
formal meetings since the Columbus convention, and have entered heartily 
into the work of preparing to act as hosts for the 1907 convention. Is 
this work they have the united support of the civic organization of the 
Twin Cities. 

The Minnesota legislature convenes January 8th, and active prepara- 
tions are being made to introduce a C. P. A. bill at this session of the 
legislature. 

The Minnesota Society has under consideration several applications for 
membership. 
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